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a ЕЕ and this ay is again belts followed i in the renee ae Sy Baas in 1962. “The t 
_ of the SURVEY, however, are now to appear initially as separate publications (see notice to readers). 


Part 1, which follows, reviews in Chapter I economic developments in eastern Europe and the one = 


Union during the past year and the prospects for the immediate future, and of the available indications of _ 
official views in these countries about the longer-term development of their economies. Chapter II is devoted - 


to a similar review of the rates and patterns of economic growth during 1962 in the countries of western 
Europe. 
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and the United States. The statistics of trade among members of the CMEA (Council for Mutual 
Economic Aid) in 1962 include turnover with Mongolia. 


In general, information received up to the end of February 1963 has been included in the SURVEY. 
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CHAPTER I 


Recent economic developments in eastern Europe and the Soviet Union 


INTRODUCTION 


The last three years have seen a slackening of the pace 
of economic expansion both in the eastern European 
countries as a group and in the Soviet Union. In the latter 
country the rate of growth of net national (material) in- 
come produced has fallen from 8 per cent in 1960 to 6 per 
cent in 1962, against 814 per cent planned. In the eastern 
European countries the higher rates of increase recorded 
in 1962 were 8 per cent in Albania, 7 per cent in Rumania, 
6 per cent in Bulgaria and 5 per cent in Hungary (against 
15, 13, 14 and 9 per cent planned); rates in eastern 
Germany and Poland were around 3 per cent or less 
(6 per cent planned in Poland) and Czechoslovak national 
income hardly rose at all.1 For the eastern European coun- 
tries as a group (excluding the Soviet Union), the incre- 

“ment of national (material) income produced in 1962 
was probably of the order of 3 per cent, against about 
6 per cent in 1960 and 1961 (see Table 1). 


The falls in the rates of economic growth both in 
eastern Europe and in the Soviet Union were due in part 
to the depressing effects of bad weather on farm output; 
and, in several countries, the consequent rise in food 
import bills or reduction of food exports complicated the 
problem of assuring an adequate flow of materials and 
equipment to support the industrial expansion. 


In the industrial sector there is now a marked contrast 
between the situations of Czechoslovakia and eastern 
Germany, on the one hand, and those of the other coun- 
tries of the region. In eastern Germany a re-orientation 
of the pattern of industrial output has been in progress 
now for some years — towards a specialization in capital- 
and skill-intensive production in which eastern Germany 
has relative cost advantages within the region; but 
earlier plans were based on extremely optimistic estimates 
of the speed with which this transformation could be 
accomplished, and of the levels of investment and in- 
creases in output and labour productivity that could be 
maintained during the transition. The original 1965 plan 
targets have now been abandoned; and 1963 is expected 


1 This extraordinary change in Czechoslovakia from a 7 per cent 
increase of net national income produced in 1961 to an 0.5 per cent 
increase in 1962 has been explained as follows: “ Whereas social 
product [aggregate global output of each sector] increased in 1962 
by 2.9 per cent instead of the 7.4 per cent planned, and national 
income by only 0.5 per cent, material costs increased by 5.6 per 
cent ” (Rudé Prdévo, 28 January 1963). Even after allowance is made 
for a marked fall in net agricultural output (13 per cent of national 
income in 1961) and in the output of the trade sector — possibly 
including a negative item for the “ account of price differences in 
foreign trade ” — it seems that the ratio of net to global output of 
industry must have deteriorated significantly. There must have been 
a similar development in east German industry also. 


to be another year of slow economic growth and con- 
centration~on improving the machinery of economic 
planning and management preparatory to the start of a 
new long-term Plan for 1964-1970. 


In Czechoslovakia, also, the 1961-1965 Plan has been 
abandoned and a new Plan for 1964-1970 is to be pro- 
duced (the preliminary indications of the lines of both this 
and the east German Plan are reviewed in section 6). This 
decision seems to have been brought about by a number 
of causes — lack of success in raising labour productivity 
and reducing industrial costs as fast as planned; an in- 
creasing lagging behind of some key sectors of fuels and 
materials production; the widening divergence of the 
investment pattern from that planned, following the 
major decentralization of investment in 1958; the con- 
tinuing failure of farm output to rise at anything ap- 
proaching planned rates; increasing balance-of-payments 
problems — partly induced by the above developments, 
partly a result of “ unrequited exports ” following large 
extensions of credits to other countries, partly a result of 
the need to re-orient a fairly significant volume of trade 
with mainland China (and also investment and output 
plans based on earlier expectations of expansion of that 
trade); problems created by the freezing of resources 
in slow-maturing investment and unwanted stocks. It is 
now planned virtually to halt the overall industrial 
expansion in 1963 and to re-plan the economy, on the 
basis of greater specialization of production — partly on 
lines agreed with other members of the Council for 
Mutual Economic Assistance (CMEA) — and a thorough 
overhaul of the machinery of planning and management. 


In Hungary, action to adapt the pattern of industrial 
output so as to improve the efficiency of use of national 
resource endowments was being taken already in 1961 
and earlier years; and that country has experienced a 
relatively smooth industrial expansion in 1962 and 
foresees a continuing high rate of growth in 1963. In the 
other eastern European countries, and in the Soviet 
Union also, industrial growth continued rapidly in 1962 
and without significant hindrances from difficulties with 
fuel or materials supplies. However, in Poland a slowing 
down is expected in 1963, related both to the need to 
economize imports of raw materials and to the accumula- 
tion of excessive stocks of some consumers’ goods. 


The accumulation of excessive stocks of some products 
—while maldistribution of stocks of others in strong 
demand (fuels, and some materials and semi-finished 
goods) contributes to local scarcities — has caused grow- 
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Sources : Statistical yearbooks, plans and plan-fulfilment reports; Neues 
Deutschland, 2 and 6 June 1962; Die Wirtschaft, 28 January 1963; Térsadalmi 
szemle, No. 2, 1963. 


Nore. — For the Soviet Union — 1960 and 1961 at current prices; 1962 and 
1963 Plan at constant prices; Bulgaria — 1957 prices; Poland — 1960 at 1958 prices, 
other years at 1961 prices; for eastern Germany, all data are in current prices. 


@ Data on national income for distribution in east German statistical publications 
are available only in the form of percentage shares and percentage increases. But 
a few value figures recently released in the east German press permit an approxi- 
mate reconstruction of the series published in the Statistical Yearbook. An 
article in Neues Deutschland, 2 June 1962, indicates that the accumulation fund 
amounted to DM 2.4 billion in 1950 and reached DM 8.0 billion in 1956, which 
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is fully in accordance with the percentage increases shown in the Statistical 
Yearbook; a statement in Die Wirtschaft, 28 January 1963 — that total accumu- 
lation from 1950 to 1961 amounted to DM 95 billion — provides a counter- 
check. In the plan-fulfilment report for 1962, the increase in national income for 
distribution was stated to be 3.5 per cent, which would correspond to a value of 
about DM 75,469 million; the share of accumulation was 20 per cent; this share 
is planned to be raised to 20.3 per cent in 1963, when national income, according 
to the new Seven-year Plan for 1964-1970, should be DM 77 billion. 


Including uncompleted investments (included in “ stocks ” in the other countries 
shown in the table). 


© Derived as residual. 
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ing concern in virtually all countries of the region in 
ecent years. This “ conspicuous production ” is to some 
extent reflected in the generally small increases in con- 
sumption standards in 1962 and the considerably faster 
_ пе of accumulation. A similar problem of the “ freezing ” 
_ Of resources has arisen from an excessive dispersion of 
investment activity, leading toa lengthening of completion 
_ times and a too high ratio of investment in unfinished pro- 
_ jects to the increment of (completed) fixed assets. Some 
_ Steps to check “ involuntary accumulation ” in the form 
_ Of stocks and uncompleted investments were already 
_ being taken in 1962. 

__ The emergence of such problems reflects the growing 
_ complication of these economies and of plan objectives 
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аз they reach a higher stage of development: as living 


standards rise consumers’ choice becomes a factor to be 


reckoned with in planning production, and the allocation 


of significant resources to improving housing conditions 
or farming standards requires a multiplication of build- 
ing sites. However, defects in the present systems of 
economic planning and management, including enter- 
prise targets and incentives which do not always encourage 
enterprise managers to act in conformity with the overall 
interest of the economy, are also important factors in the 
situation. These problems of excessive stock accumulation 
and dispersion of investment, and the reforms of planning 
and management under discussion in 1962, are reviewed 
in sections 2, 4 and-5 of this chapter. 


1. PRODUCTION AND EXTERNAL TRADE 


(a) Industry 


_ Rates of growth of global industrial output in 1962 
_ were, as usual, somewhat above those planned in nearly 
all countries of the region — Czechoslovakia being the 
one exception. In most countries a definite deceleration 
has become apparent in the last two years or so; but 
except in Albania, Czechoslovakia and eastern Germany, 
growth rates remain both high — 9 per cent and more — 
‚ап in line with, or above, those foreseen in the long-term 
plans ending in 1965. For the region as a whole, the 
annual rate of industrial expansion in 1962 may be 
estimated at about 9 per cent —rather higher in the 
Soviet Union — and 8 per cent for the eastern Eruopean 
countries as a group, compared with 9 per cent for the 
latter group in 1961 and 11 per cent in 1960 (see Table 2).? 
If the national plans for 1963 are all exactly fulfilled, the 
tate of industrial expansion in eastern Europe will fall to 
less than 6 per cent,-and that for the region as a whole to 

7 per cent. 


Labour productivity in the Soviet Union rose more in 
1962 than in 1961 (when working hours had been sig- 
nificantly reduced) and accelerated in eastern Germany. 
Elsewhere increases were about the same as or less than 


2In view of the differences in price structures and the arbitrary 
nature of official exchange rates, the average of each country’s share 
in total industrial employment and in industrial consumption of 
electric power in 1961 has been used to weight the national growth 
rates. This method has been shown to give reasonably satisfactory 
results — not varying greatly from those produced by other rational 
weighting systems — for western European countries (see Definitions 
and Methods; Indices of Industrial Production, OEEC, Paris, 1957, 


р. 13). 


A Electric power 
employment | consumption | 
Country ee ee in industry @ fas т 
Millions Е ВИПоп Per- 
Ease kWh centage 
аа cn reese xtra а рута 0.8 6.7 PAS 3:2 4.9 
Czechoslovakia ....... 2.4 20.0 20.9 23.6 21.9 
Eastern Germany ...... 2.8 23.7 30.6 34.7 29.2 
НЕ ая cen cas 14 11.7 Sut 6.5 9.1 
Poland . bs oes hg lg ean’ 3.1 26.4 в, 25.8 26.1 
ПЕНА, ое зн 1.4 11.5 5.5 6.2 8.8 
Eastern Europe ......- 11.8 100.0 88.3 100.0 100.0 
Soviet Union’. ... ..... 23.5 198.6 213.0 241.3 220.0 


Sources : National statistical yearbooks. 
@ Excluding consumption by electricity undertakings. 


those recorded in 1961 — and significantly less in Czecho- 
slovakia. Increases in industrial employment were rather 
surprisingly similar — ш view of the differing national 
labour-supply situations — except in Rumania, where the 
rate was again very high and well above that planned, and 
in eastern Germany, where employment again fell. 


There were marked differences in 1962 in the general 
character of the industrial expansion in the various coun- 
tries under review. 


Among the three least industrialized countries, Albania 
registered a low rate of growth for an economy at its early 
stage of industrial development; and this has clearly been 
due to the reduction in external economic aid and an 
abrupt re-orientation of its production and foreign trade, 
resulting from the political disagreements between the 
Albanian Government and the other governments of the 
area.* In Bulgaria and Rumania rapid and relatively 
smooth expansion has continued, uninhibited either by 
raw-material or fuel scarcities or by significant marketing 
difficulties, although the authorities in both countries are 
concerned at the degree of maldistribution of stocks and 
at discrepancies between the patterns of output and of 
(home and export) demand for consumers’ goods (see 
section 4). 


In the more industrialized eastern European countries, 
the situation of Hungary contrasts with that of the other 
three. In Hungary, a great effort has been made in the last 
three years to reshape investment and output plans so аз. 
to achieve a specialization based on growing trade de- 
pendence and careful calculation of relative cost ad- 
vantage; and planning and management methods have 
been adjusted with the aim of setting more realistic 
targets which avoid over-strain of the economy and, 
indeed, discourage “ conspicuous production ” unrelated 
to the needs of the home or export markets.* The Hun- 
garian economy has not escaped the problems of misuse 


3’ The Albanian Minister of Finance stated that “ The fulfilment 
of the plan for gross industrial production under the economic 
blockade and the difficulties which it created was a great success 
for our people.” (Zeri i popullit, 26 December 1962.) However, the 
use of the term “ economic blockade” appears to overstate the 
change in trading conditions (see section 1 (c) below). 

4 See the Survey for 1961, Part 1, Chapter II, section 2 (6); the 
Bulletin, Vol. 14, No. 2, pp. 2-8; and sections 4 and 5 below. 
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Eastern Europe and 


Soviet Unions г А_ | 105 "6 9 2° 580% 91% 75%8.85* 


Sources : National statistics, plans and plan-fulfilment reports. For sources 
on the long-term plans see the Survey for 1961, Part 1, Chapter II, Table 1, and 
section 6 of this chapter (below). 


@ Data cover socialist industry only in Hungary, Poland and Rumania. For the 
Soviet Union, they exclude industrial activity in collective farms, Employment 
figures are in many cases derived from data on global output and labour pro- 
ductivity. 


6 For the Soviet Union, seven years 1959-1965; for Czechoslovakia and eastern 
Germany, pee for Albania, Hungary and Poland,1961-1965; for Ruma- 
nia, 1960-1965. 


С Centrally planned industry, contributing about 80 per cent of total output. 
@ Original plan, revised to 7.4 in course of year. 


€ The rates originally planned, for 1961-1965 in Czechoslovakia, and for 
1959-1965 in eastern Germany, were 9.3 and 9.4, respectively. The revised 
target и 1964-1970 for Czechoslovakia is certainly significantly lower (see 
section 6). 


yf Target for 1961-1965 plan was 7.4 per cent: it is certainly now reduced. 


9 Data for 1962, 1963 and long-term plans cover only centrally administered state 
industry. The target for the 1959-1965 plan was 9.2. 


of inputs and accumulation of unusable output discussed 
in section 4, but such problems have been much less acute 
than in some other countries. In Czechoslovakia, eastern 
Germany and Poland, however, the various economic 
tensions noted in the last SuRvEy 44 became more acute 
in 1962: shortage and maldistribution of fuel and raw- 
material supplies and stocks; undue fluctuations in out- 


“а Гос. cit. 


labour 


tributed to the recent decisions to 


both that country and ae mesons cs 
ae ictivity to rise as fast as planned | 

labour productivity Aosta 
revision of the current long-term plans. These revis 
involve — in the industrial field — not merely the setting 
of new, and lower, targets for future growth of glot a 
industrial production and labour productivity but also 
plans for major changes in the output pattern and a re- 
examination of the machinery of industrial planning and 
management (see section 5). ee 

In eastern Germany, the general lines of the p плед. 
future specialization have already been determined and 
the process of adaptation of the output structure has 
begun; and the 1962 industrial growth rate is expected to 
be maintained. In Czechoslovakia, however, the changes 
planned in the investment and output pattern during 1963 
will be such as to preclude more than insignificant in- 
creases in industrial employment, labour productivity or 
global output in that year (see Table 2). In Poland the 
1963 Plan foresees a slackening of the overall expansion, 
also partly related to plans for improving the production 
pattern and enterprise efficiency, though also reflecting — 
balance-of-payment difficulties requiring economy of © 
imports of materials. 

The Soviet Union faces, in some respects, less difficult — 
problems of industrial production planning than do the © 
smaller industrialized countries of eastern Europe — шо 
that its dependence on external trade is so much less. 
However, there too, problems of unsatisfactory composi- 
tion of output in relation to the demand pattern and 
excessive stock accumulation have been intensified in 
recent years; and 1962 saw a debate on economic manage- 
ment more far-reaching than any in the last decade (see 
section 5). Nevertheless, the rise of global output over the 
first four years of the Seven-year Plan period has been as 
much as 45 per cent, instead of the 39 per cent originally 
foreseen, and the current Soviet plans foresee no signifi- 
cant slackening of the rate. 


The Branch-wise Patterns of Expansion 


Despite the marked differences among countries in 1962, 
one general characteristic of the industrial expansion in 
the region remains the considerable improvement of the 
internal balance of the basic industries by comparison with 
the situation even some four years ago. Electric power _ 
generation continued to increase faster than — or in line 
with — global industrial output in general; and the link 
established between the electric power networks of 
Czechoslovakia, eastern Germany, Hungary, Poland and 
the Ukraine has helped to even out supplies over the 
whole area during the current winter.’ The composition 
of energy supplies continues to improve: the share of oil 
and natural gas in Soviet energy output rose from 42 per 


*Some current was exported from the Ukraine to Poland and 
eastern Germany in January and February 1963, and Poland 
exported some to Czechoslovakia (Trybuna Ludu, 5 March 1963). 


ent in 1961 to 46 per cent; in Hungary, output of crude 

il increased by 12.6 per cent after a long period of quasi- 

tagnation which ended in 1960; in Rumania, gas produc- 

ion increased by 23 per cent, permitting a further increase 
in the share of natural gas in the sources of energy for 
electricity generation (between 1958 and 1961 the share 
had risen from 44 to 64 per cent, replacing liquid fuel and 
the mixture of fuel oil and coal dust used previously); 
Poland is accelerating brown coal production as a basis 
for electricity generation, and output rose by 7 per cent in 
1962. Soviet oil supplies to other CMEA countries con- 
tinued to rise fast; and another 5,000 km of oil and gas 
pipelines put into service in 1962 within the Soviet Union 
allowed domestic through-put to increase by 24 per cent. 


Similar improvements were recorded in other branches. 
‘The 18 per cent rise in Soviet pig-iron production from 
1960 to 1962 has helped to improve supplies to the region’s 
‘metallurgical industries, where generally steel output has 
‘grown faster than that of pig-iron. Decreasing pressure on 
steel supplies has made it easier for some of the smaller 
producers to concentrate on a narrower range of products 
and so lower costs. Thus, in eastern Germany production 
of hot-rolled steel increased in 1962 by 3.4 per cent, but 
steel sheets of less than 3 mm thickness increased by 
6.3 per cent, sheets used for dynamos by 7.6 per cent and 
tubes by more than 6 per cent: imports of other products 
rose. Within the chemicals industries, output of a number 
of high-priority products, including fertilizers, is rising fast 
despite the rather general complaints that the expansion 
of the industry is still too slow (for data on output of 
some major industrial products, see Appendix Table A). 


The branch-wise patterns of industrial growth in 1962 
are shown in Table 3. As in the recent past, engineering 
and chemicals generally led the expansion; and a very 
rough weighting of the increases in output from 1961 to 
1962 in individual countries suggests that the percentage 
increases for eastern Europe as a whole were about 13 in 
both branches against 15 in the Soviet Union. The output 
of the light and food-processing industries generally rose 
much more slowly — the latter probably by no more than 
about 3 per cent, on average, in eastern Europe (partly 
reflecting the lagging farm output discussed below) though 
by 9 per cent in the Soviet Union. Otherwise, the pattern 
was rather diverse. 


In the Soviet Union, the engineering industry recorded 
a particularly rapid rise of output of agricultural machi- 
nery, and of metallurgical and petroleum equipment; but, 
despite its rapid overall expansion, it was strongly 
criticized at the November Plenum of the Party Central 
Committee and at the December meeting of the Supreme 
Soviet — for over-production of out-dated equipment, 
slow adoption of new technology and insufficient atten- 
tion to quality. It was decided to grant the state commit- 
tees for industrial branches authority to control and co- 
ordinate the work of scientific and designing institutions 
and to insist upon abandonment of production of out- 
dated goods. Within the chemicals branch, output of 
plastic synthetic fibres, synthetic rubber and artificial 
fertilizers rose particularly fast. The 15 per cent overall 
expansion of the branch was, however, also judged un- 
satisfactory by the November Plenum; the target growth 


Chapter I — Page 5 


rate for 1963 was raised to 17 per cent, and investment in 


the branch is to rise by 36 per cent.® 
The unsatisfactory performance of Czechoslovak in- 
dustry which has contributed to the decision to revise 
drastically the current plans is not reflected in the figures 
in Table 3. The increases in global output there shown 
represent fulfilment of plans within, at worst, a 314 per 
cent margin. However, the improvement of basic supplies 
has lagged behind the needs of the economy; local 
shortages of both coal and electric power have again been 
experienced in 1962 — partly reflecting transport diffi- 
culties — аз well as scarcity of some types of steel. 
Equally important for the decision to revise the plan has 
been the unsatisfactory composition of output in many 
branches in relation to home and export demand, and the 
continuing failure to achieve planned increases in labour 
productivity and reductions in costs. The latter factor 
reflects, inter alia, the extraordinary diversity of Czecho- 
slovak production: the engineering industries are stated 
to produce 80 per cent of the range of products 
produced by the world’s engineering industries. The 
solution to these problems is seen to lie in specialization of 
production at a high technological level, which will in- 
crease foreign-trade dependence to some extent (though 
probably not to the extent contemplated in Hungary) but 
will also narrow the range of exports (see also section 6). 


In eastern Germany many of the problems now faced 
by Czechoslovakia had arisen earlier, and in more acute 
form; and the re-orientation of output towards more 
capital- and skill-intensive products, particularly in the 
metallurgical, engineering and chemicals branches, is 
already well under way. This trend — together with im- 
proved fuel and raw-material supplies (provided in part 
by higher imports), some improvements in industrial plan- 
ning and management and tightening of work norms — 
probably contributed to the faster growth of labour pro- 
ductivity in 1962. Nevertheless, further adaptation of the 
output pattern to conform more closely to both domestic 
and foreign demand is still required.” The data in Table 3 
indicate an even greater concentration on the metal-using 
industries in 1962 than in 1961. However, within the 
light-industries group, clothing kept up a remarkably 
high rate of growth; but this is not expected to continue 
into 1963, given the large stocks now held by the trade 
network and the planned restraint of consumption. 


6 Having stated that 13 million tons of steel were produced above 
plan during the first four years of the Seven-year Plan, whereas plans 
for output of chemicals were not met, Mr. Khrushchev said at the 
November 1962 meeting of the Central Committee: “ Production of 
steel is like a well-trodden track, with deep ruts which even a blind 
horse will not leave for fear of breaking the cart. Some workers are 
wearing steel blinkers, they see and act as taught years ago. A 
material has appeared which is superior to and cheaper than steel, 
but they still shout: ‘ Steel, steel !’ Had we only just fulfilled the 
plans for steel output, but exceeded those for the output of polyethy- 
lene, we would be better off. But this is difficult to do, since there are 
people in the Gosplan who snub those who want wisely to change 
the steel targets in favour of synthetic materials.” (Pravda, 20 
November 1962.) 


7 The then Chairman of the State Planning Commission stated, at 
the end of last year, that difficulties in finding foreign markets stem 
from the facts that some socialist countries have now reached the level 
of east German techniques, and that east German production is not 
competitive with capitalist countries because of the relatively lower 
productivity of labour (Neues Deutschland, 30 November 1962, p. 3). 
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; _ Output exceeded the planned levels in Poland in most 
of the industrial branches shown in Table 3, with food- 
* process ocessing and building materials as the two exceptions. 
_ Engineering output grew very fast despite shortages of 
Г some stacks ‘sheets and some other rolled products — 
4 
Е 
: 


+ 


estimated at 8 per cent of total demand; and a shortfall 
of 12 per cent is expected in 1963.8 The 15, per cent rise 
in chemicals output included a 58 per cent increase in 
aes production from the new mines at Sandomierz 
and large increases in output of fertilizers, plastics, synthe- 
tic fibres and pharmaceuticals. The planned slowing down 
_ of the rate of industrial growth 1 in 1963 is concentrated on 
_ the light industries and is partly due to difficulties in 
financing adequate imports of raw materials; but it is also 
connected with plans for improving the pattern of output, 
the rate of introduction of new products and techniques, 
and enterprise efficiency in general. In 1961, plans for 
_ introduction of new products were fulfilled by only 
57 per cent, and those for re-equipment of existing enter- 
prises by only 44 per cent; and progress is reported to 
have been little better in 1962.8¢ However, within the 
3.2 per cent rise in output of the textiles branch, produc- 
tion of high-quality cotton and woollen cloth (mainly for 
export) increased by 10 and 17 per cent, respectively, 
which implies some decreases in output of traditional 
goods of which stocks are already excessive.® Nevertheless, 
the 1963 Plan provides for no rise in output of textiles, 
- clothing and footwear combined, largely in order to hold 
down the materials import-bill and because trade stocks 
are so high. Food processing is also planned at a virtually 
unchanged level in 1963, reflecting the poor 1962 harvest 
and its expected effects on the livestock sector. 


Hungarian industry, as already mentioned, had a suc- 
cessful year. The gradual change to a production structure 
more suited to Hungarian resource endowments, and pro- 
gressive reforms of industrial management, continued to 
yield good results. The replacement of the index of global 
output, as one main basis for premia and profit participa- 
tion calculations, and the use of the volume of sales or 
orders instead, brought the output pattern closer to that 
of demand. More efficient use of resources was also 
encouraged by the introduction of a rule authorizing 
enterprises to over-fulfil specific output plans only if, 
first, the necessary raw materials are available with no 
detriment to plan fulfilment elsewhere and, second, firm 
orders for the additional production exist. Among indus- 
trial branches, chemicals showed the highest rate of ex- 
pansion — particularly pharmaceuticals and artificial 
fertilizers — followed by engineering, with a 24 per cent 
rise in output of machine tools, telecommunications 
equipment and precision instruments, while output of 


8 Zycie gospodarcze, No. 50, 1962, p. 1, attributes the shortage in 
part to excessive steel inputs, which facilitate achievement of global 
output plans. 

за Jbid., No. 45, 1962, р. 4. 

® Ibid., No. 7, 1963, р. 1. 
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some items (telephone прави silage combines and 
combine harvesters) was sharply reduced. The change 
in the production pattern is closely linked with the ae 
velopment of exports from the most rapidly expanding 
branches; and the 1963 Plan calls for continuing con- 
centration on qualitative Паро and on export 
expansion. 


The 15 per cent rise of Rumanian industrial output 
reflects even greater increases in nearly all the major 
branches for which data are shown in Table 3 and cor- 
respondingly rather smaller growth rates of textiles and 
food processing. Materials and energy supplies seem 
generally to have been adequate. The commissioning in 
1962 of the Hunedoara 1,000 m blast-furnace and of the 
second Resitza 700 m? furnace, added some 700,000 tons 
to pig-iron capacity and hence relieved the severe strain 
on pig-iron capacity in relation to crude-steel production, 
though it increased dependence on imports of metallur- 
gical coke and iron ore: capacity utilization within the 
iron and steel industry improved by 25 per cent between 
1959 and 1962. The rapid increase in engineering output 
reflected adequate supplies of rolled products and the 
beneficial effects of specialization, which has led to in- 
creasing exports of, for example, petroleum equipment. 
Output of crude oil rose by only 2 per cent; but increases 
in production of highly processed products raised the 
index of production for oil-refining by 20 per cent and, 
over the last three years, the value of refined products 
obtained from one ton of crude oil has increased by 
30 per cent.?° 


In Bulgaria the rapid overall expansion was supported 
by a rise in imports of materials and fuels even greater 
than the 12 per cent planned, and there seem to have been 
no significant supply shortages. The metallurgical, metal- 
using and chemicals industries again expanded their out- 
put very fast, contrasting with a marked deceleration of 
textiles output and food processing. The 3.3 per cent 
increase in industrial employment was concentrated, as 
planned, in the three former branches (which increased 
their labour force by around 14, 11 and 6 per cent, re- 
spectively); and employment in the textiles and food- 
processing branches actually fell, so that their labour 
productivity rose significantly (by 744 and 9 per cent, 
respectively) despite the slower growth of global output. 

In Albania the 61% per cent rise in global industrial pro- 
duction reflects mainly the very large increases in mining 
and petroleum extraction and processing and in engineer- 
ing output. Food processing recorded a surprisingly low 
increase (2.9 per cent) in view of the reported increases of 
19 per cent in agricultural output in 1961 and 10 per cent 
in 1962.12 


10 Scinteia, 30 December 1962. 

11 Tt is true that blight in 1961 reduced the tobacco crop to only 
3,152 tons — less than one-half of the previous year’s output; but 
in each year over two-thirds of the crop was exported unprocessed. 


Notes to Table 3 


Sources : National statistics, plans and plan-fulfilment reports; Rabotnichesko 
delo, 29 November 1962. 
@ 1961 all industry; 1962 and 1963 state industry. 
$ Based on data for 10 months. 
с Net output for actual results; global output for plans. Actual global output 


in 1962 was at the planned level for all the branches for which plan figures are 
shown. 


@ Electric energy 11, crude oil 10, natural gas 17. 
€ Cement 10.7. 
7 Cellulose 6, furniture 10.5, cardboard 10.7. 
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the fall in output of animal products. In the other four 
_ countries increases were small, and less than planned. The 
_ роог 1962 results can be attributed partly to generally 
unfavourable weather conditions; but in several countries 
they followed at least two or three consecutive years of 
_ уегу slow progress (see Table 4). Moreover, net output 
has probably risen even less than global output — since 
current inputs from outside the sector have been rising 
| fast. 

Nevertheless, the level of farming technology is rising 
in the region. The “ vagaries of nature ” remain an im- 
portant influence on output; but crop yields in a bad year 
are no longer everywhere disastrously below those of a 
good year (though “good” and “bad” years may 
sometimes be difficult to identify precisely); rising live- 
stock production is beginning to have a stabilizing in- 
fluence on total farm output and permits a better seasonal 
utilization of manpower, while the fostering of rural 
industries in some countries helps both to reduce seasonal 
underemployment and to ensure a readily available 
reserve of labour for peak periods. The stabilization of 
the institutional structure (with the virtual completion of 
collectivization in most countries and the decision not to 
force the pace in Poland) has been followed by a gradual 
increase in state and collective herds, through natural 
increase and purchase from individual owners; the pres- 
sure to eliminate the individual plots seems to have less- 
ened in 1962. There has again been a tendency somewhat 
to change the distribution of income in favour of the 
peasants — intended both to improve production incen- 
tives and to encourage farm investment — and more 
attention is being given to the improvement of planning 
and management (including cost-accounting) in agri- 

culture.}? 


The Soviet Union 


The rate of increase of global agricultural output in 
the Soviet Union (about 114 per cent in 1962) still lags far 
behind the targets set for 1959-1965 or for the decade 
ending 1970 — 7.8 and 9.8 per cent a year, respectively. 

The cereals harvest was a record, exceeding that of 1958 
by 6.3 million tons. The 7 per cent increase over the 1961 
level was almost entirely attributable to a 6 per cent 
expansion of the area under cereals, at the expense of 
grassland; * bad weather reduced yields in most of the 
major grain-producing areas; and an increase in produc- 
tion in the RSFSR (mainly in the central regions) from 
76.3 million to 88.6 million tons was partly offset by falls 
elsewhere. Wheat and pulses contributed most of the 
increase in the grain crop, and the maize harvest fell. The 
harvest of other major crops was rather below that of 


12 See the Bulletin, Vol. 14, No. 2, pp. 13-16, and sections 3 and 5 
below. 


14 See the Bulletin, loc. cit. 


may be fairly satisfactory; 
least, of fruits and ое гозе 
7 per | cent, respectively. | 


Million 1075 — 
138.0 147.5. 


Million hectares 
127 128.3 41359 | 134.4 


of which : 


ao ae Sehr ie | 's) 


Cotton 
Sunflower seed . 
Sugar-beet (for sugar) 
Sugar-beet (for feed). 
Potatoes 


Sources : Statistical yearbooks, plans and plan-fulfilment reports. 


The 1963 Plan calls for an increase of 20 million 
hectares in the area sown to cereals, largely at the expense 
of the 37 million hectares still under low-yielding grass 
and fallow.?> If this is attained, it should assure a rise in 
output in 1963, even if weather conditions are again bad; 
and it seems that the Soviet authorities are relying on such 
measures to reach at least the lower limit of the 1965 
target (164-180 million tons) while waiting for larger 
fertilizer supplies and better techniques to bring a major 
improvement in yields. 


Global output of livestock products increased by about 
4 per cent in 1962. Meat, milk and eggs all showed 
increases; but the improvement in meat and milk produc- 
tion since 1959 has still been small: 


Output (A), and state procurements (B), in the Soviet Union 
Million tons, except for eggs (billions) 


__ Meat @ Milk Eggs Woo 
A B A B A B B 
Печ 8.9 4.6 61.7250 2560755 0.35 
обе: 8.7 4.8 61.7 26.3 27.4 6.5 0.36 
L9G A ee ль 8.7 v435 62:6--27:5 29.3 7.4 0.37 
о ды 952 64.0 29.2 30.2 8.5 0:37 
1963 Plan . a 5.9 340 oe 9.5 one 


Livestock numbers (A) millions, and percentage in collective 
and state herds (B), in the Soviet Union 


All cattle Cows Pigs ae 

A B A B A B A B 
1960 7.6: 569 34.8 53 ани 140 75 
1961 82.7 36.355 66.7 74 144 76 
1962 oe 868) 72 37.9 58 69] ay 146 76 


Sources : Statistical yearbooks, plans and plan-fulfilment reports. 
@ Slaughter weight. 


15 Pravda, 13 November 1962. 
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The whole increase in output is stated to be attributable 


_to greater numbers of productive livestock, yields having 


remained unchanged since 1961; 16 and the increase in 


_ State and collective herds facilitated the faster rise of state 


procurements last year, which is expected to continue 


into 1963. The price increases of 1962 should assist this 
р development, although livestock production still appears 


to be less profitable than crops, and rationalization and 
mechanization are more difficult to introduce.” 


Crops in Eastern Europe 


All the eastern European countries suffered unfavour- 
able weather conditions during much of 1962. Crop pro- 
duction fell in Czechoslovakia, Poland and Rumania, 
but is reported to have risen somewhat in Hungary, 
eastern Germany, and Bulgaria and, probably, in Albania. 


_ Reflecting poor fodder supplies both from the carry-over 


of the 1961 harvest and from current production, output 
of the livestock sector fell everywhere, except in Poland 
where it remained at the 1961 level, and possibly in 
Hungary and Albania (see Table 4). 


In Czechoslovakia crop production declined for the 
second consecutive year, by some 9 per cent. Whereas 
grain yields were on the whole satisfactory, and the crop 
1.3 per cent greater than in 1961, sugar-beet, potatoes and 
all fodder crops showed poor results, and the fruit harvest 
was smaller. 


In eastern Germany the cereals and potato crops were 
much better than in 1961; but that was a very poor year 
(see Table 5). Yields of the major crops were, however, 
generally above the average of the last five years. State 
purchases of grain and potatoes increased according to 
plan in 1962, by 11 and 27 per cent, respectively; but the 
fodder situation nevertheless remains tense.1® 


Hungary experienced, a late spring and a bad summer 
drought, but nevertheless reports a rise in crop produc- 
tion. Wheat yields were lower than in 1961, but higher 
than in any previous year, partly as a result of increased 
sowings of higher-yielding varieties (selected seeds were 
sown on 44 per cent of the total area), and maize yields 
were at about the average level of the last four years. 
Yields of the other major crops shown in Table 5 were 
higher than in 1961, though in some cases below previous 
peaks; 1? but fruit crops were generally reduced and the 
vine harvest was small — though of excellent quality. 


16 Selskaya zhizn, 26 January 1963. 

17 See the Bulletin, Vol. 14, No. 2, p. 14 and Planovoe khozyaistvo, 
No. 7, 1962, pp. 58-65. 

18 See Neues Deutschland, 2 December 1962, p. 3. 

19 Hungarian publications have drawn attention to the tendency, 
already mentioned, for the gap between yields in “good” and 
“bad” years to narrow: 

Yield in quintals per hectare 


Oats 


Percentage Wheat Rye Maize Barley 
change 
1951to 1952... —26.8 —22.8 — 54.6 —19.4 — 30.6 
1959 to 1962 . . +5.3 —19.2 — 12.9 +3.5 —9.3 
Potatoes Sugar-beet де Lucerne 
1951to 1952 .. —48.4 —49.2 — 34.3 — 60.6 
1959 to 1962 . . —12.5 —4.9 —8.5 +2.1 


Sources : Table 5 and Statisztikai évkényv, 1949-1955, pp. 170-171. 


TABLE 4 
Global agricultural output, 1959 to 1962 


Percentage increase from preceding years 


1963 
1959 1960 1961 1962 plan 
Albania 
То 20 —7 18.7 10 22 
Bulgaria 
Totaly": 4, 18.1 3.3 —3.5 2.3 
Crop output. . 25:8 1.8 —9.3 oz 
Animal output. . 4.5 6.4 8.4 —2.8 
Czechoslovakia 
О, -- —1.1 6 — —6 9.5 
Crop output. . . | —4.8 10 —3.1 —9* 18.4 
Animal output . 3.4 1 29 —1.9 1.3 
Нипрагу 
ое 5.5 —4.9 0.7 — 12-14 
Crop output... 79 —6.1 —3.9 21 
Animal output. . 0.3 —5.1 6.4 6 
Poland 
оба с: —0.9 5.4 10.4 —8.5 5.8 
Crop output. . . | —1. 7.9 16.3 — 14.2 11.6 
Animal output. . | —0.3 1.9 8.6 —2.0 
Rumania 
То ее. © 20.6 1.6 8.0 ха 17 
Crop output... 27.4 —1.7 3.4 —12* 20.9 
Animal output. . 6.7 9.4 18.7 —5* 10.2 
Soviet Union 
То. Sas: 0s — 2.6 2.6 1,3 
Crop output. . —5.2 4.8 2.0 —0.6 
Animal output. . 75 —0.6 4.5 3.8 


Sources : Statistical yearbooks, plans and plan-fulfilment reports. 


In Poland the total harvest of the four main grains was 
13 per cent below the record 1961 level of 15.4 million 
tons. The area sown to cereals was somewhat smaller, 
and the efforts to extend wheat production at the ex- 
pense of other grains have not yet met with great success. 
Wheat and barley yields were well maintained; but yields 
of rye, the main cereal crop in Poland, were disappointing. 
Although the area under potatoes increased slightly, the 
harvest fell short of the 1961 bumper crop by nearly 17 
per cent. Sugar-beet also yielded poorly and total pro- 
duction declined by 1.4 million tons, but the area and out- 
put of oilseeds increased; hay and fodder crops were poor. 
However, despite the bad weather conditions in central 
and eastern Poland, the yields of all important crops were 
at least above the 1956-1960 average. 


Among the southern countries, Bulgaria maintained 
bread grain output at the 1961 level on a 5 per cent smaller 
area; and output of coarse grains was 7.4 per cent higher 
on a 5 per cent larger area. Increased use of hybrid seeds, 
and irrigation of 10 per cent of the maize area, helped to 
raise yields (see Table 5). Sugar-beet production fell by 


Barley . = 


Cena mt 
Comat baer ec 
ее, 


Potatoes . . 
Sugar-beet . 
Sunflower seed 


Rumania 
Bread grains 
Maize ... 
Sugar-beet . 
Sunflower seed 


аа oe. 


Cie eet ml 


ани 


Sources : Statistical yearbooks, plans and plan-fulfilment reports. 
@ Including maize. 


> Calculated from percentage change indicated in the 1962 plan-fulfilment report. 


40.6 


10.13 212.3 


ee 4.7 
= 


145 
265 


11 рег cent and hay and root crops were hard hit by the 


drought. The excellent crops of tobacco (+88 per cent), 
tomatoes (+8 per cent) and grapes (+75 per cent), which 
are to a large extent irrigated and well fertilized, con- 
tributed significantly to the 5.2 per cent increase in global 
crop output and to higher export receipts. 

The grain harvest in Rumania is reported to have been 
below the average for the last three years, with bread 
grains slightly above the 1961 level and maize considerably 
below. In 1963 seed production will be greatly expanded, 
in order to supply hybrid strains for the whole maize area 
in 1964. The 1962 sugar-beet crop is not likely to leave 
any significant export surplus, the fall being estimated at 
10-15 per cent. Grape production increased, but the total 
fruit harvest is reported to have been unchanged. Fodder 
crops were poor, but a greater area had been sown. 

In Albania, dissatisfaction was voiced (at a plenary 
meeting in October of the Central Committee of the 
Albanian Workers’ Party devoted to agricultural matters) 
at the low degree of utilization of irrigation capacity — 
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only 67 per cent in 1961 — and inadequate maintenance 
of irrigation canals, for which the cleaning and mainten- 
ance plan for 1962 was only 72 per cent fulfilled. This 
dissatisfaction was doubtless linked to Albania’s com- 
parative lack of success in damping large swings in 
agricultural production from good to bad years. An in- 
crease in production of bread grains of 35 per cent was 
planned for 1962; but the recorded increase was only 
7 per cent, on a sown area 10 per cent larger, thus bring- 
ing output nearly back to the 1959 level. The tobacco 
harvest was reported to be three times larger than in 1961 
(when it was only one-half that of 1960) and strenuous 
efforts are being made to increase tobacco and fruit crops 
for export.?° 


Livestock in Eastern Europe 


Livestock numbers in eastern Europe seem generally to 
have been more or less maintained in 1962, despite the 


20 Zeri i popullit, 31 October and 26 December 1962. 


TABLE 6 


Livestock numbers and output of livestock products in six eastern European countries, 1960 to 1963 Plan 


Numbers in thousands and (in italics) percentage share of state and co-operative herds in total ; 
output of meat and wool in thousands of tons, of milk in millions of litres, of eggs in millions 


Country Year | Cattle of tsk : Pigs Sheep 
Bulgaria . . . . |1960 1 642 547 2 553 9 333 
68.0 58.9 62.2 68.7 
1961 1 765 * 599 2 331 10 161 
1962 
Czechoslovakia 1960 4 387 2 047 5 962 646 
77.8 67.0 Faas 72.0 
1961 4518 2 062 5 895 603 
80.9 71.5 74.3 69.8 
1962 4 507 2 055 6 633 а 529 
Eastern Germany |1960 4 675 Е 8 316 2 015 
Е УЕ 
1961 4 548 2 170 8 864 1930 
58.0 50.3 63.5 67.0 
1962 4 508 2092 8 045 
Нипрагу. . . . 11960 1969 907 7 296 2381 
1961 2021 904 8 423 2 643 
47.5 36.7 38.2 86.1 
1962 2 003 854 7712. 2850 
ВЕ 43.4 44.5 88.1 
Poland: =: sc), + 1960 8 695 5 885 12 615 3 662 
5 9.3 10.6 11.8 
1961 
1962 
Rumania . . |1960 4 530 2 240 4 300 11 500 
18 у 29 29 
2.144 4 665 


Country Meat Milk Eggs Wool 
Bulgaria . . . . | 1960 417 1 081 1 221 21 
1961 488 1 153 1 401 23 
1962 493 1 144 1310 22.8 
1963¢ 499 1 344 1 405 24.2 
Czechoslovakia . | 1960 930 3 715 2 267 
1961 962 3 827 2 351 
1962 3 394 2.315 
Eastern Germany | 1960 1363 5 730 S512 
1961 1 407 5 612 3 602 
1962 1 101 5217 
Hungary . . . .| 1960 430 1 899 1 848 8.3 
1961 440 1 842 1 885 9.4 
1962 480* 1800* 1900* 11.1* 
1963° 1 900 * b b 
Poland. . . . .| 1960) 2150 12 124 5 589 9.0 
1961 2 389 12 300 6 141 8.8 
1962} 2440 12 400 6 038 8.4 
1963<| 2345 12 870 6 050 8.4 
Rumania . 1960 969 2 740 2 355 2169 
1961 1 057 2 950 2 600 23.0 
1962 ey = г 
1963<| 1000 3 000 28 


a 


Sources : Statistical yearbooks, plans and plan-fulfilment reports; Zemedelsko 
Zname, 29 November 1962. 

Nore. — For livestock numbers, end-of-year censuses in Bulgaria, Czecho- 
slovakia, Rumania and the Soviet Union; October censuses in Hungary, except for 
sheep (March); July censuses for Poland; December censuses for eastern Germany. 
All figures for meat are in terms of live weight. 

@ End of third quarter. 

b Planned increase of 10 per cent for eggs, and planned yield for wool of 4.2 kg 
per sheep against 3.8 kg in 1961. 

с Plan. 
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all countries, but part of the increase in 1962 has re- 
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flected the fact that they have a prior claim, over in- 
_ dividual owners, to scarce fodder supplies. : 

No data on changes in total livestock from 1961 to 1962 
are yet available for Bulgaria; but state and collectively 
owned cattle herds increased by 4.2 per cent, and cows 


: alone by 5.9 per cent, while the pig and poultry popula- 


tions fell slightly. As can be seen from Table 6, total meat 
production rose little and output of milk and wool fell 
slightly; but state procurements of meat and milk rose 
by 5.3 per cent and 1.5 per cent, respectively. It thus seems 
likely that the number of privately owned animals was 
reduced. 

In Czechoslovakia total livestock output had been 
increasing slowly but regularly for seven years preceding 
the 1962 decline. Beef and veal production increased by 
11 per cent and 23 per cent, respectively, as a consequence 
of increased slaughtering which reduced the cattle popula- 
tion during the year; but milk production fell by 11 per 
cent owing to a fall in yields. Pig-meat supplies were 
smaller, but those of eggs increased slightly. State pro- 
curements of animal products were higher than in 1961; 
and from 1 January 1963 obligatory deliveries have been 
established again for the private sector, in order to channel ' 
a still greater share of supplies through the state retail 
network. 

In eastern Germany the number of cattle (and of cows 
alone) fell for the second consecutive year, and at the end 
of 1962 the pig population was 10 per cent smaller than a 
year earlier. Animal production was considerably lower 
than in 1961: meat output fell by as much as 22 per cent 
(and pig-meat alone by 20 per cent) and milk by 7 per 
cent. Since the second half of 1962, slaughterings have 
been restricted in order to keep up livestock numbers. 
State procurements were smaller than in 1961, and the 
1963 Plan foresees little improvement. 

The cattle herd in Hungary has been maintained close 
to the 1961 level; but the number of cows fell by 5 per 
cent, partly reflecting some culling to improve quality. 
Pig numbers fell by 7 per cent from the 1961 record level 
and the breeding stock by 19 per cent. Despite increased 
grain imports, fodder has been scarce and, as in most 
other countries, the transfer of animals from the private 
to the socialist sector has been considerable. Global 
animal production appears to have changed little from 
the 1961 level: meat output rose, but largely in con- 
sequence of a reduction of the animal stock. 

In Poland, meat production in 1962 rose by about 4 
per cent (veal by about 14.5 per cent) and milk output 
increased slightly with practically no change in average 
yields. As mentioned above, the shortage of fodder did not 
make itself felt until the second half of 1962; and imports 
have recently been increased in order to maintain live- 
stock numbers at adequate levels. The 1963 Plan foresees 
a decline of nearly 7 per cent in pig-meat production, as a 
consequence of reduced feed supplies. 


sector. The 1963. 


indicate that beef and milk output fell in 1 
Table 6). Since state purchases of meat and milk are 
reported to have increased by 10 per cent and 11 per cent, 
respectively, a decrease in on-farm consumption may have 
taken place. However, Rumanian data on meat produc- 
tion include the increase in animals on the hoof; and Фе. 
decline in the total may therefore simply reflect a stabiliza- 
tion of livestock numbers. 71h 


Industrial Supplies to Agriculture 


The continuing farm mechanization in all the countries 
of the region is illustrated by the figures in Table 7. Few 
plan figures for 1963 are yet available; but the tractor 
stock should rise to 55,000 (15 h.p. units) in Bulgaria and 
to 112,000 (number) in eastern Germany, and the stock 
of combines to some 12,000 in both countries. In the 
Soviet Union 1963 deliveries of tractors are planned at 
236,000 (number) and of combines at 78,000; and in 
Hungary at 5,200 and 1,200, respectively; in Poland 
deliveries of all farm machinery are to rise by 19 per cent, 
and of tractors alone by 24 per cent. Fertilizer consump- 
tion is still low by western European standards, except 
in Czechoslovakia and eastern Germany; but it is rising 
fairly rapidly in most countries. Bulgaria is an exception, 
where the 1959 rates of imports and consumption have 
not yet been regained; but an increase in application above 
the 1959 level is planned for 1963 (43.6 kg per hectare: 
1963 plan figures for Hungary and Poland are 58 and 61). 


The massive change in the sowing pattern taking place 
in the Soviet Union — particularly*the switch from the 
travopolyé system to a more intensive crop rotation with 
a large quantity of cereals, legumes and root crops — 
will require much greater supplies of machinery, fer- 
tilizers and other current inputs; and the state and col- 
lective farms have been warned not to make such changes 
without having first secured the necessary material 
inputs.?1 New and more powerful tractors are now being 
designed ; a new factory with a yearly capacity of 100,000 
tractors is planned; and fertilizer production should be 
increased from 17 million tons in 1962 to 41 million tons 
by 1966.22 


Institutional Developments 


The major administrative changes under way in the 
farm sector are mentioned in section 5.23 On the micro- 
economic level, the official attitude towards the private 
plots, in countries where they are still of importance, 
seems to have softened. In Bulgaria it has recently been 
decided to grant certain facilities to co-operative farmers 
ш procuring feed for the animals in their private 
ownership.”4 In Hungary, the Chairman of the Council of 


21 Selskaya zhizn, 13 November 1962, p. 1. 

22 Izvestia, 20 November 1962. 

23 See also the Bulletin, Vol. 14, No. 2, pp. 15-16, 
*4 Rabotnichesko delo, 3 February 1963, p. 2. 


Sources : Statistical yearbooks, plans and plan-fulfilment reports; Zemedelsko 
Zname, 20 November 1962. 


@ Tractors in 15 h.p. units; Soviet Union, first line 15 h.p. units. 


© Fertilizers per hectare of cultivable land. Per hectare of arable land, figures 
for Bulgaria would be approximately 47.0, 36.3, 33.8, 33.8. 


© Equipment in socialist sector only; fertilizers total agriculture. 


Ministers has declared that the household plots have still 
a great role to play in providing supplies both on a 
national level and for the members of the co-operatives.” 
In eastern Germany no official pressure will at present be 
exercised on the Type I co-operatives to transform them- 
selves into Type II co-operative farms — the intermediate 
state for which a new statute has been elaborated; and an 
appeal has been launched to all citizens who have pos- 
sibilities of keeping pigs, poultry and other small animals 
to contribute to meat production.%* On the other hand, 
the consolidation of state and collective farms into larger 
units is progressing everywhere. In Hungary the average 
size of state farms has now reached 3,230 hectares and 
that of collective farms 1,000 hectares. Towards the end 
of 1962 the collective farms in Rumania averaged 1,200 
hectares, including the private plots. During the last three 
years unified farming co-operatives have been established 
in Czehoslovakia, and now number 7,790; and great- 
efforts are to be made to specialize production: experi- 
ments with pig factories and broiler production on an 
industrial scale are being envisaged, and ranch breeding 
of cattle will be introduced. 


з5 Népszabadsdg, 21 November 1962. 
26 Neues Deutschland, 9 October 1962. 
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@ Fertilizers рег hectare of sown area. - 
е Output of fertilizers in the Soviet Union has developed as follows (in million 


tons): 
1962 


17.3 


1961 
15.3 


1963 plan 
20.1 


1960 
13.8 


(с) External trade 


External trade turnover rose fast in most countries of 
the region in 1962, though at a more moderate pace in 
Czechoslovakia and eastern Germany (see Table 8). 
There was a marked acceleration in Bulgaria, particularly 
of imports, and in the Soviet Union: in Rumania the 
remarkable expansion of 1960-1961 has, not surprisingly, 
slowed down. In Bulgaria and eastern Germany, visible 
imports and exports approximately balanced in 1962, 
eastern Germany being enabled, by credits from the 
Soviet Union, to dispense with the normal visible trade 
surplus. Poland was able to finance a somewhat larger 
visible trade deficit than in 1961 from credits and invisible 
earnings and to raise imports faster than exports — as 
was Hungary, to an even greater extent. Czechoslovakia 
developed a large visible trade surplus, reflecting credits 
granted to less-developed countries. In all the eastern 
European countries the poor results in agriculture, de- 
scribed above, affected the level and pattern of foreign 
trade and in some countries created serious payments 
problems — raising the import bill for food and feeding 
stuffs, usually from outside the area, and/or reducing 
exportable surpluses. In other respects the patterns of 
development differed considerably. 
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TABLE 8 
External trade, 1960 to 1962 


Values in current prices and percentage increases from previous year 


1962 
1961 1962 1960 1961 рые Anal ЕР 
Value Percentage increase 
Bulgaria | 
Exports. . 662. 770-225 - 15.8 1995 163 
Imports. .. 666 780 9.1 5.3 11.6% 17.2 
Czechoslovakia 
хр 2 2046. 218756 Rs 6.9 
Imports. ... 2024 2071 13:3. 2155 rs 23 
Eastern Germany 
Exports... 2261 "2.315 3.3." 3.2 = | 5 
Imports. ... АН PHBA 8.9 2.1 4.5 7 
Hungary 
Exports ==". 140291100 136-27 9 16.9 
0 sce 1025—1148 |231 5.1 12.88 11.9 
Poland 
Exports..-.-.__. 1504 1647 57 13.4 7.8 9.5 
Imports. ... 1687 1861 5128 
Rumania 
Ехро =... 793 1 753 SEAS 10.5. #14 9 
ао ов 815 29.2 25.7 14.0 
Soviet Union 
Exports а 5 999 2.2 7.9 6.6¢ 
Imports... . | о 4 НЫ 


Sources : National statistics, plans and plan-fulfilment reports. 


a ИЕ plan, revised to 13.6 for exports and 9.8 for imports in the course of 
the year. Е 


+ Excluding re-export trade, which is included under the “ actual” column. 
с Volume. 


Bulgaria, having brought its balance of trade into 
virtual equilibrium in 1961, was able to raise imports 
rapidly, and much faster than planned, in 1962. A 16 рег 
cent rise in the value of exports was achieved partly by 
expanding exports of industrial products and partly as а 
result of the continuing switch towards exports of higher- 
value processed foodstuffs as well as fresh fruits and 
vegetables. Despite an exceptional need for imports of 
wheat, it was possible — as mentioned above — to raise 
imports of fuels and raw materials even more than 
planned, to support the rapid industrial expansion. The 
1963 Plan provides for some deceleration of foreign trade 
turnover, but only to the still high rate of 10% per cent. 


Czechoslovakia’s greatly increased foreign trade sur- 
plus may appear surprising in the context of the shortages 
of fuels and raw materials that have been hampering 
industry (see above). However, it reflects both the credits 
accorded by Czechoslovakia to a number of economically 
less-developed countries 2” and some difficulties in expand- 


*7 See the Bulletin, Vol. 14, No. 1, р. 41. 


ing exports sufficiently fast to those western countries - 


from which the most urgently needed imports would have 


to be drawn (a trade deficit with such countries was ге-_ 
ported for January-September 1962). As reported earlier,” 
- the fall in Czechoslovak trade with mainland China from 


1960 to 1961 represented nearly 3 per cent of the coun- 
try’s total trade turnover. This trade has fallen further in 
1962 and has required a search for new markets and for 
new sources of supply of some products. For example, 
mainland China had supplied 38 per cent of Czechoslovak 
imports of meat in 1960 (about 9 per cent of all meat 
marketed) and 22 per cent of all imports of poultry (10 per 


cent of supplies marketed): the need to replace these sup- — 


plies has added to the strain on the balance of payments 
with western countries, already intensified by the need to 
raise total imports of cereals and meat in 1962.29 


East German foreign trade has begun to accelerate 
again, and the rise of imports exceeded that planned for 
1962. A revival of intra~-German trade assisted the growth 
of exports. Imports of meat had to be greatly increased — 
by 88 per cent — and from Denmark alone they reached 
a value of $5 million for the first four months of 1962 
against $700,000 in 1961. Other percentage increases in 
food imports from 1961 to 1962 included butter, 9; 
vegetable oils, 22; fish preserves, 22; coffee, 7; cocoa, 4; 30 
and the rise in the food import bill made it necessary to 
hold imports of raw materials and equipment below the 
levels planned. A 15 per cent rise in exports is planned for 
1963; but the import bill is to be held down to the 1962 
level, which implies that the present semi-rationing of basic 
foodstuffs is virtually certain to be maintained. 


The slowing down of the Hungarian export expansion 
affected all the main commodity groups, though the 
value of exports exceeded — and of imports was below 
— the planned level. Although some imports of wheat and 
fodder were again required, the total food import bill 
rose little as other food purchases were cut back in order 
to maintain adequate supplies of fuels and raw materials 
and to increase imports of equipment very considerably: 


Hungarian foreign trade 


A. Percentage increase in value from previous year 
B. Percentage composition 


Exports Imports 

Commodity group A A B A A B 

1961 1962 1962 1961 1962 1962 

Machinery and equipment. 15.2 3.8 36 -3.6 31.7 30 

Fuels and raw materials TRO Or. 22 J Seo 

Foodstuffs ое 13:08 6.520 34.2 1.9 10 
Manufactured consumers’ 

РОО ЗЕЕ eee 36313722 0.2. 93 5 


Source : Statisztikai havi kézlemények, Мо. 2, 1963, р. 51. 


_ Poland ran into serious balance-of-payment difficulties 
in 1962. It became necessary to reduce the trade deficit 


38 Tbid., Table 19 and related text. 
29 Statistical yearbooks and Rudé Prdvo, 5 December 1962. 


°° Neues Deutschland, 21 February 1963. The 1963 import plan 
foresees no increase in purchases of rice, tropical and citrus fruit, 
cocoa and coffee because these commodities are — according to 
the President of the Planning Commission — “ partly or entirely 
suppliéd by capitalist countries and cannot be paid for by current 
exports ”. Ibid., 30 November 1962. 


_ with “ western ” countries, and it was in fact reduced by 


more than half; but the trade deficit with the other cen- 
trally planned economies doubled and was financed 
largely by credit balances accumulated earlier. A $60 mil- 
_ Поп credit from the United States at end-1961 helped to 
finance the increased grain imports necessary in 1962 — 
though 600,000 tons had to be imported from other hard- 
currency sources at a cost of $34 million — and another 
_ $51 million has been negotiated for 1963. Both total 
imports and total exports of food fell slightly, reflecting 
both the impact of falling production and a strict economy 
of imports. Exports of fuels and raw materials rose rapidly 
once again; and there was a very rapid rise in exchanges 

of equipment: 

Polish foreign trade 


A. Percentage increase in value from previous year 
B. Percentage composition 


Exports Imports 
Commodity group A A B A A B 

1961 1962 1962 1961 1962 1962 

Machinery and equipment . 13.5 16.2 30 21.2 26.2 33 

Fuels and raw materials . . 1.0 10.2 39 8:9 62. 2 

о о а 34.6 —2.0 19 7.7 —2.5 13 
Manufactured consumers’ 

ОЕ =. 293 Oe 2 oer) Gd x4 


ST ae The Bulletin, Vol. 14, No. 1, Table 18; Trybuna Ludu, 21 February 


Like other exporters of primary products, Poland con- 
tinues to face difficulties caused by the past worsening 
of the terms of trade, although the deterioration in 1960 
was small and in 1961 there was an improvement. How- 
ever, the net loss on trade with western countries alone is 
estimated at the equivalent of $420 million over the 
4% years ended mid-1962, and Poland’s planners are still 
trying to compensate for this by development of new 
export lines and new markets.*! A 6 per cent rise in the 
volume of total exports is planned for 1963, but it is 
expected that the growth of imports will have to be re- 
stricted to about 3 per cent. 


No statistical information on Albania’s foreign trade 
in 1962 has been published, but the plan for the year 
foresaw an increase in turnover of 13 per cent, with a 
sevenfold increase in the volume of trade turnover with 
mainland China (bringing its share to 59 per cent of the 
total, compared with 14 per cent in 1960) and increments 
of one-third in turnover with both Czechoslovakia and 
Poland. At the end of the year the Finance Minister 
stated that “ it is perfectly clear that the economic block- 
ade against our country created a series of problems for 
our foreign trade. But in general our economy has 
secured all the necessary materials and commodities from 
imports . . . despite the withdrawal of all credits promised 
to us in official agreements. With the exception of a few 
items, all the goods planned for export have been ex- 
ported.” 32а Official Albanian sources indicate that the 
“economic blockade” in fact comprises suspension of 
credit and technical assistance agreements, the withdrawal 


31 Trybuna Ludu, 27 November 1962. 

82 Zeri i popullit, 29 March 1962. See also the Bulletin, Vol. 14, 
No. 1, p. 47. 
` за Zeri i popullit, 26 December 1962. 


of experts of other CMEA countries from Albania and of 

Albanian students and trainees from CMEA countries, 

the stoppage of tourism, and a steep reduction in the 

volume of trade with some countries — notably with the 

Soviet Ошоп.33 > МЕ 
Million leks at current prices 


Exports Imports 
1960 1961 1960 1961 
Ota. а 2428 2429 4055 3612 
of which : 
Soviet Union .. 1210 1054 2283 1124 
Mainland China... 104 139 349 974 


Source ; Anuari statistikor i R.P.Sh. 1961. 


The 1963 Plan foresees an increase of 26.4 per cent in 
exports over the planned 1962 level,-and no increase in 
imports. 

Few details of the composition of Soviet trade turnover 
in 1962 are yet available. Credits again supported part of 
the export expansion, though the flow of new credits 
seems to be shrinking somewhat: 334 gold sales, as esti- 
mated by western sources, seem to have been only about 
two-thirds of those made in 1961. 


Intra-CMEA Trading Relations 


The partial data available indicate an increasing con- 
centration of trade within the CMEA area in 1962. The 
intra-trade of the CMEA countries is stated to have been 
15 per cent higher in January-September 1962 than in the 
same months of 1961, and intra-trade in machinery alone 
to have risen by 24 per cent.’* Soviet trade with other 
centrally planned economies rose by 17 per cent and the 
share in the total to 70 per cent; and exchanges with less- 
developed countries rose by 30 per cent. Czechoslovak 
trade with other planned economies rose by 11 per cent to 
73 per cent of the total, and trade with the rest of the world 
fell by 3 per cent. In Poland the share of planned econo- 
mies rose from 61 per cent to about 63 per cent. Hungarian 
trade with the same group, however, rose by no more than 
the average 10 per gent (remaining 71 per cent of the 
total), but trade with “ developed western countries ” rose 
by only 4 per cent and that with the less-developed areas 
by 21 per cent.*44 


It has recently been suggested that the existing long- 
term trade agreements among the CMEA countries should 
be revised to provide for a level of intra-trade during 
1963-1965 some 25 per cent greater than originally 
foreseen. Prices are also to be adjusted, on the basis of 
world market prices ruling during 1957-1961; and the new 


83 Zeri i popullit, 4 November 1962 and 26 December 1962. The 
Albanian Government has also protested at its exclusion from 
certain CMEA meetings, held in the first half of 1962, notably the 
XVI plenary session held in Moscow on 7 June 1962 (ibid., 6 June 
1962). 

33a See the Bulletin, Vol. 14, No. 1, р. 41. 

84 Rabotnichesko delo, 22 December 1962. Intra-trade accounted 
for 75 per cent of the total trade of the member countries in ma- 
chinery; 97-98 per cent in petroleum (crude and products), coal and 
coke; 80 per cent in artificial fertilizers; 77 per cent in grains and 
64 per cent in timber. 

84a Népszabadsdg, 20 January 1963. 
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_ ing those reported earlier,®° include the co-ordination of 
the national energy balances planned for the 20 years up 
_ 40 1980, to be followed by a similar action on the metal- 


ical, chemicals and other raw materials and agricul- 
tural sectors. 

A new Soviet-Hungarian agreement, under the auspices 
of the CMEA, provides for exports of alumina from 
Hungary to the Soviet Union to rise progressively to 
330,000 tons a year from 1967 to 1980 and the re-import 
into Hungary, after processing, of up to 165,000 tons of 
aluminium. Prices will be those of “ the socialist world 
market for alumina and aluminium ”. The investment cost 
of the whole scheme is estimated at 16 billion forints for 
Hungary and the equivalent of 14 billion forints for the 
Soviet Union. Hungarian deliveries of “traditional 
exports ” will be accepted in settlement of the difference 


35 See the Bulletin, Vol. 14, No. 1, pp. 50-51 (including references 
to earlier reports). 


с a ST ae д 
“Of wider interest is the decision — taken in principle, 
though its immediate practical implications are by 
means clear — to set up a Socialist International Bank, as 
the major instrument for multil 


it is envisaged that payments will be based on a single 
“ transfer baie ”. Moreover, the bank will accept 
deposits, out of which (as well as out of its other resources) 
credit will be extended (including credits to finance joint 
undertakings) in the “transfer currency” and in con- 
vertible currency. It is still difficult to see how any auto- 
matic transferability of surpluses and deficits within the 
CMEA area can become acceptable to all member coun- 
tries so long as national price structures vary too widely 
for trade to be conducted on the basis of national prices 


converted at unitary exchange rates and relative prices do — 


not reflect relative costs or scarcities within the area. 
85a Népszabadsdg, 16 and 30 November 1962. 


2. INVESTMENT OUTLAYS 


Investment Problems of the Last Few Years 


Since 1958-1959 investment activity has sharply in- 
creased in eastern Europe and the Soviet Union. In 
Bulgaria, Hungary and Rumania, where a certain stagna- 
tion occurred in the mid-fifties, the subsequent increase 
amounted to a real leap forward, but elsewhere it has also 
been very rapid (see Chart 1 and Table 9). This upsurge 
in outlays has been accompanied by symptoms of “ over- 
heating ”, similar in some respects to those apparent in the 
construction sector in a number of western European 
countries. As is shown for four countries in the chart, the 
share of current outlays immobilized in unfinished invest- 
ments increased, and the cumulative volume of uncom- 
pleted investments eventually reached an inordinately 
high level.*° Official statements have frequently attributed 
the excessive increase in the volume of uncompleted pro- 
jects to an undue “ dispersion ” of investment (and es- 
pecially building) activity. 

In principle, an increase in the share of uncompleted 
projects in total investment outlays may be due to either 
(or both) of two main factors. On the one hand, a country 
starting a new long-term investment programme may 
engage in a number of large slow-maturing projects — 
and this happened in the early fifties in all but the most 
highly industrialized eastern European countries; sub- 
sequenily the completion (and sometimes abandonment) 
of projects resulted in a decrease in the accumulated stock 
of unfinished investments. On the other hand, too many 
projects may be started simultaneously, resulting in un- 


зв As a general rule, the “ stock ” of uncompleted investments at 
the end of the year is computed as follows: opening stock plus 
investment outlays on projects not commissioned in the current 
year minus value of work already done on projects definitely aban- 
doned and of damage caused to work in progress. If the negative 
items are significant, then the increase in the stock of uncompleted 
investments from one year to another, plus completions, does not 
equal investment outlays during the period. 


duly long delays in completion, unnecessary “ freezing ” 
of investment resources, and too high construction costs. 
This may happen even if the projects are large and few in 
number when planners over-estimate the capacity of the 
building industry; 37 and it is even more likely to happen 
when a substantial share of investment is not very strictly 
controlled. In fact, the share of centrally planned (or 
“ above-limit ”) 38 outlays in the total has declined sig- 
nificantly since the mid-fifties — except in Hungary — as 
outlays from enterprise funds, collective-farm investment 
and private housebuilding have risen.*® Although invest- 
ments from decentralized funds are planned in value 
terms, it has proved rather difficult to enforce discipline so 
far as actual starts are concerned. Since the early stages 
of non-industrial building often require mainly unskilled 
labour and less scarce building materials, it has been 
relatively easy to start decentralized projects in order 
to qualify later for the allocation of scarce resources. 
Moreover, there has been some tendency for investors to 
understate the likely cost of projects in order to improve 
the chances of their incorporation in the plan, so that the 
authorities later face the choice between sanctioning 
outlays above the original plan provision or wasting work 
already done. 


It might have been expected that unfinished investments 
would accumulate much more slowly in the late fifties than 


37 For instance, in Rumania the simultaneous start of the Bicaz 
hydro-electric project and of the Danube-Black Sea Canal in the 
early fifties was enough to overtax available resources. 

38 i.e. above the value-limit at which central approval and control 
is required. 

39 Statistics of unfinished investments generally exclude private 
and sometimes exclude collective-farm investment. These invest- 
ments nevertheless have some effect on the concentration or dis- 
persion of resources in the state sector, since in some countries a 
part of private construction is apparently carried out with resources 


(materials and qualified labour) acquired illegally from the state 
sector. 


sral settlement of ac- 
counts among the member countries. For the time being, _ 
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——— Investment outlays 
С ecccceeese Completions Values in 
constant 
—|————— Change in stock of ипсот- | prices 
Percentage pleted investment from end 
of previous year 
30 Stock of uncompleted investments at the end of 
the year—value or, for Rumania, index numbers 
1951 = 100 
т 
20 ' Annual outlays on unfinished projects as percentage 
1 of total outlays 
10 
Sources : Statistical yearbooks and Revista de Statistica, 1958, Мо. 5, рр. 22-23. 
0 Nore. — In Bulgaria, figures refer to all investments; in Hungary and Rumania, 


only to investments in the socialist sector; and in the Soviet Union to state and 
co-operative investment, excluding collective farms. For Albania, eastern Germany, 
Czechoslovakia and Poland, the definition is the same as in Table 9. For Hungary, 
the two series of plotting points in 1958 correspond to 1954 and 1959 prices. 


during the earlier investment drive since, except in the — 


Soviet Union and eastern Germany, the share of building 
and construction in total outlays decreased significantly: = 


Percentage share of building and construction in total investment 


outlays at constant prices 
Country and category of investment 1951-1953 1959-1961 
Albania — socialist sector. .......-- 54.9 50.3 
Bulgaria — above-limit projects ...... 62.7 52.6 
_ Czechoslovakia —total: ........- 65.4 61.6 : 
Hungary —socialistsector ........ 60.2 а 45.0 
Polarid’=— totale: aes see > 66.0 59.5 
Rumania — socialist sector ........- 50.4 46.8 
Soviet Union — socialist sector (excluding 
CONECIIVEJOTINS с 62.0 


Sources ; National statistics. 
@ At 1952 prices. 
Ь At 1959 prices. 
© For 1959-1960, at 1956 prices; for 1961, at 1961 prices. 


However, in most of the countries shown above, the partial 
coverage of the data means that the real reduction in the 
share of construction, over the whole field of investment, 
was less than indicated by the statistics. Only the figures 
for Czechoslovakia and Poland include private house- 
building, and those for Bulgaria and the Soviet Union also 
exclude collective-farm investments, consisting very largely 
of building. But some shift to investments in machinery 
and equipment certainly occurred in industry; on the 
other hand, delays in completion have not arisen ex- 
clusively in building, but have also resulted from ‘ate 
installation or commissioning of machinery and equip- 
ment, even when the equipment was already available.*° 


Other factors — besides the slackening of central con- 
trol in conjunction with ambitious plans for total invest- 
ment — have contributed to the excessive accumulation 
of unfinished projects and added to investment costs. 
These include the starting of projects without adequate 
blueprints, frequent changes in design during construc- 
tion, supply bottlenecks of various kinds, lack of financial 
discipline and generally defective co-ordination of supply 
and investment plans. 


From a purely technical point of view, housebuilding 
should be relatively easy to manage in a planned economy 
— and easier than in a market economy. The unit of com- 
pletion is relatively small (and the normal unit construc- 
tion time is much less than one year), the product is fairly 
homogeneous and major technological problems involv- 
ing changes of blueprints are unlikely to arise. It should 
therefore be possible to programme dwellings construction 
in such a way that the whole sector works as a pipeline — 
with work in progress not exceeding the technical re- 
quirements of full capacity utilization — provided that, 
first, the resources for dwellings construction are ear- 
marked for a fairly long period ahead and, second, that 


“© According to ТагзайатЕ szemle, No. 12, 1962, р. 34, “Те 
engineering industry in Hungary delivered only 91 per cent of the 
planned machinery supplies in 1961. The delay was even greater as 
regards investments above the value limit: for these, machinery 
supplies reached only 88 per cent of the plan. The main reason for 
the lagging behind the schedule for commissioning investments was 
the delay in machinery deliveries and, therefore, in installation 
work.” See also the official comments on the Czechoslovak situation 
reported below. 


centrally. 


most, if not all, decisions to start projects are taken 


~ However, neither of these conditions has been fulfilled 
during the last few years in the countries under review. 
Despite some improvements, dwellings are still frequently 
treated as a residual recipient of resources, so that 
housing projects are likely to be among the first affected 
by specific shortages in the construction sector. Thus 
planners cannot count, even for half a year in advance, on 
the resources needed to complete dwellings just started. 
Moreover, the share of state housing construction in the 
rising total has fallen in practically all countries since the 
mid-fifties, with rising private and co-operative activity. 
Hungary is the one clear exception, where private and 
co-operative building have generally accounted for 
around 70-75 per cent of the total until the share fell to 
68 per cent in 1962. Elsewhere, the shares of private 
housebuilding alone had risen by 1961 to 35 per cent of 
the total in Czechoslovakia, 40 per cent in Poland and 
72 per cent in Rumania, that of private and co-operative 
building in towns to 34 per cent of the total in the Soviet 
Union and of co-operative building to 59 per cent in 
eastern Germany. 

The authorities in most countries are attempting to 
reduce the dispersion of resources by, inter alia, restrict- 
ing decentralized, and particularly private, dwellings con- 
struction — valuable though this has proved as a means 
of mobilizing private financial resources and, frequently, 
additional labour to help provide the housing so badly 
needed. A compromise solution is being sought in most 
countries through the encouragement of co-operative con- 
struction; and the share of private building in the total 
was already falling in several countries in 1962 (see 
Table 15 below). 

Over the wider field of investment in general, it must be 
recognized that the undue lengthening of the completion 
time of investment projects and the corresponding econo- 
mically wasteful accumulation of unfinished investments 
raise essentially two problems — one technical, the other 
economic. The technical problem belongs to the field of 
linear programming, and can be stated as that of estab- 
lishing a time-table for a package of projects of various 
sizes which optimizes completions (maximizes the sum of 
additions to output through early additions to capacity 
during the period concerned) while both using building 
capacity as fully as possible and ensuring a balanced point 
of departure for the subsequent period. The main factors 
complicating a mathematical formulation of the problem 
are: 

(a) Building capacities are not homogeneous, but are 
differentiated with respect to type of work, location and 
management structure. 


(5) With a given technical variant, each project has a 
range of optimum capacity utilization which limits the 
possibilities of increasing (or decreasing) the amount of 
labour and equipment that can be usefully employed. But, 
of course, technical variants can be changed, and this 
introduces a further complication. 


41 The rapid increase in dwellings construction in the late fifties 
by no means disproves this statement; and a cut-back of anticipated 


resources is more acutely felt in a rapidly expanding sector than in 
a stagnating one. 
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Sources : National statistics and plan-fulfilment reports. 


Nore. — Data for Bulgaria, eastern Germany and Hungary are at current 
prices; others at constant prices. 


@ Average 1951-1957. 


(c) In presenting the problem it has to be assumed that 
the “ package of projects ” is predetermined by the needs 
of the economy; but in practice the package can be 
varied — although this is usually done by trial-and-error 
and frequently with considerable losses due to changes of 
blueprints and suspensions of work. The reliance on trial- 
and-error need not create serious difficulties as long as the 
level and structure of investments change rather slowly. 
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> Prices of the 1959 price system. 
С Investment projects put into operation. 
@ At current prices. 


But if large and rapid changes occur, it becomes nearly 
impossible to optimize the timing of investments, or even 
to make any reliable plan for completion, except perhaps 
for a few top-priority projects. 

The economic problem is how to discourage an exces- 
sive eagerness оп the part of both central and “ decen- 
tralized ” investors to undertake new investment. Strict 
central licensing of construction can help: it remains to be 


О es saad 
-year stock of unfinished investment projects 


_ “jn the Soviet Union, 1957, 1960 and 


1961 
- yates in millions of roubles and (in italics) percentage of the year’s 
7 investment outlays 
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Liquid fels; gas... ss +o ne 1061 1400 1630 
: 96 80 86 
НЕСК, № с. 1419 1388 1527 
110 107 97 

ВОЕН ТЕ ть. о с а 1084 1460 1806 
88 69 91 

Chemicals? ба 411 924 1267 
139 102 129 

Building materials ......... 981 1339 1637 
78 68 78 

Timber and paper... ...-...- 385 610 757 
79 82 123 

ОО а 273 343 420 
56 79 63 

Роба >... 631 927 1020 
90 70 96 

Total of above industries ...... 8075 10541 12591 
93 84 96 
Total productive sectors ...... 12275 15118 17909 
86 76 84 


Non-productive sectors 


Sources : Kapitalnoe stroitelstvo у SSSR, Moscow 1961; Statistical Yearbook, 
i 
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Norte. — Data for industrial branches cover about 88 per cent of total in- 
dustrial investment. 


seen how far incentives for the better use of fixed assets 
and penalties for the accumulation of unfinished invest- 
ments can reinforce such measures. 


The Problem of Uncompleted Projects in Individual 
Countries 


As is illustrated in Chart 1, the dispersion of investment 
resources in the Soviet Union was excessive in the early 
1950s. After 1953 the strain eased somewhat; but the share 
of outlays on uncompleted projects in total annual 
investment outlays (the private and collective farm sectors 
excluded) began to rise again in 1959, and at the end of 
1961 the value of the accumulated stock of uncompleted 
projects was equivalent to 76 per cent of that year’s in- 
vestment outlays.** Between 1957 and 1961 uncompleted 
investments increased in all major industries, in the other 
sectors of material production, and also in the non- 


“8 Although the total value of the end-year stock of uncompleted 
projects rose continuously throughout the 1950s, its value as a 
percentage of the year’s outlays had fallen steadily from a peak of 
101 per cent-in 1953 until the end of 1960; but the end-1961 figure 
remains above those of the years 1958 to 1960 (73, 70 and 69 per 
cent respectively). 


stock of 
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le 3 
in 1957 to 51 per cent in 1961, and the figure i the 1: 
column of ae was higher than five years earlic 
Moreover, the increment of uncompleted industrial invest- = 
ments in 1961 was almost as large as that for the four ‘ 
years 1957-1960. The situation at the end of 1961 was thus — 
reminiscent, in some respects, of that in 1952-1953. . 

One method of dealing — at least temporarily — with 
this situation, as indicated by Mr. Khrushchev, would 
have been to prohibit new starts and concentrate virtually 
all investment resources on completions. But this would 
have had the disadvantages both of ignoring the differ- 
ences in the ratio of unfinished projects to construction 
capacity from one area to another and of tacitly condoning 
past breaches of investment discipline. A more permanent 
solution clearly required improved methods of invest- | 
ment planning and control. 

In fact, 1962 has seen an increased concentration of 
resources on completing projects accorded a high priority. 
The number of new starts has been reduced and work on 
some existing sites suspended; and the value of invest- 
ments coming into use in 1962 was 15 per cent greater than 
the corresponding figure for 1961 (compared with a 
3 per cent rise from 1960 to 1961). But, even so, the value 
of the stock of uncompleted projects must have risen by 
about 1.5 billion roubles during 1962 (about half the 1961 
increase). Central controls have been strengthened and 
the volume of decentralized investment funds reduced,** 
and the share of centrally planned outlays in the total rose 
significantly from 1961 to 1962 as decentralized state 
investment outlays and private dwellings construction 
again declined (see Table 9). It is intended to concentrate 
35 per cent of centrally planned outlays in 1963 on 628 
priority projects.* 

However, intensified central control may adversely 
affect the local initiative and efficiency needed to imple- 
ment current Soviet economic policy — which calls for a 
large number of relatively small investments in agriculture, 
housing, and in the modernization and re-equipment of 
existing industrial enterprises. This situation thus lends 
importance to the current discussion of methods of 
managing the Soviet economy reviewed in section 5. 


In Hungary, as in the Soviet Union, the stock of un- 
completed projects had reached an embarrassingly high 
level by the end of 1953. Thereafter, the volume stabilized, 
although as current outlays slackened the ratio of the 
end-year stock to annual outlays rose from 65 per cent to 
101 per cent at the end of 1957. The stock of unfinished 
projects then began to increase faster; but at first current 
outlays rose more quickly still, and the ratio of the end- 
year stock of uncompleted projects to the year’s outlay 
fell until 1961, when it went up again (to 76 per cent). This 
increasing dispersion of investment resources has proba- 
bly contributed to the large excess of realized over bud- 
geted costs of some projects. A survey made by the 


* See the Survey for 1961, Part 1, Chapter II, p. 19 and Bulletin, 
Vol. 14, No. 2, pp. 16-21. 


“ For details see ibid., pp. 19-21. 
* Planovoe khozyaistvo, No. 1, 1963, p. 9. 


that year wi 10 рег. 
+ only 57 per cent of them (in 
TT eesti Sateen of actual total outlay); for 6 per 
_ сепё of all projects, and 8 per cent of total outlays, bud- 
_ geted costs were exceeded by 50-100 per cent, and for 
_ another 6 per cent and 5 per cent, respectively, actual 
_ costs were more than double budgeted costs.** The average 
: period of completion had been 38 months, against 
_ 30 months planned: less than one-third of the projects had 
been completed on schedule.*’ 


Fa The number of workers employed on buildings under 
construction by the Hungarian state building industry at 

end-September in each of the years 1956 to 1959 was 

never much more than 50 per cent of those estimated to be 

necessary to ensure completion within a normal period, 
_- but the situation appears to have improved somewhat in 
1961.48 Reflecting this improvement, the number of com- 
pletions exceeded starts by 614 per cent in 1961 and by 
18 per cent in 1962, reversing a 5-22 per cent excess of 
starts over completions in each of the years 1958 to 1960. 
It was planned to cut back new starts both of small-scale 
investment and of major projects in 1962: 


q 
3 


Major investment projects 
(each over I million forints’ value ) 


Матье о Total budgeted 
shined (Biltion forints) 
Work in progress on 1 January 1962. . 522 69.8 
Planned completions by 31 December 270 14.1 
New projects to be started for later com- 
FREEONES SIT ar ees ee es ATE ify 
Planned work in progress, 31 December 
NE Se SS aR Seer ae eee 463 63.6 


Source : Figyelé, 1 August 1962. 


In fact, the value of major projects completed by the 
state building industry in the first eleven months of the 
year was equal to the budgeted value of new projects 
started — which represents a continuing improvement. 
In 1963, it is planned to devote 82 per cent of total 
investment outlays to completion of old projects, but 
work on five new major industrial plants will none the 
less Берт.“ 

Data relating the value of the stock of uncompleted 
investment projects to current annual outlays are available 
only for the Soviet Union and Hungary; but Chart 1 
reveals for Bulgaria three “ cycles of completions ”, the 
first finishing in 1951, the second in 1955 and a third 
still under way in 1961. No data are available to show 
how far these were linked with, on the one hand, the 
initiation of very large projects and, on the other, with 


48 However, for the 48 projects planned before 1958 the excess 
cost was 18 per cent, whereas for the 214 started later it was 8 per 
cent. Thus the central approval of estimates for such projects 
required since 1 January 1958 seems to have had good effect. 

47 Figyeld, 10 October 1962. 

48 For supporting data see Statisztikai szemle, No. 6, 1959, p. 624, 
and No. 12, 1961, pp. 1266 and 1269; Epitdipari adatok 1958-1960, 
p. 75; and Statisztikai havi kézlemények, No. 1, 1963, p. 36. 


49 Népszabadsdg, 23 and 24 December 1962. 


О | in the socialist sector < | 
от table to projec 
above the value limit and Sie subject to central 


of outlays over 


proval and control; but in 1959-1960 “ below-limi 
investments (including outlays of collective farms) у 
responsible for a large margin of outlays on u 
construction and the situation in the above-limit category — 
had improved: 


Percentage excess of annual investment outlays over value 
of completions in the socialist sector in Bulgaria 


Category 1952-1953 1959-1960 
оао Ноев 28 24 
Abovedimit>.. 2.6 se oa 35 21 
Below По. ее — 27 

of which : 
Collective farms . . .. . — 30 


Sources : Statistical yearbooks. 


The improvement in the “ above-limit” category is 
related to the decrease in the share of construction (see 
above); and this tendency has continued. In 1962 expendi- 
ture on machinery and equipment rose by about 15 per 
cent and that on building by 8 per cent; and the 1963 
Plan calls for a reduction of projects under construction 
from 1,680 to 1,564 within a rising total of centrally 
planned outlays (see Table 11 below). 

Chart 1 illustrates the growth of the stock of uncom- 
pleted projects in Rumania up to 1957, no later statistics 
being available. During 1950-1957 the largest percentage 
increases in the stock of uncompleted investments were 
registered not for the large projects of the Ministries of 
Heavy Industry, Chemicals, etc., but rather for the 
relatively small projects under the Ministry of Agriculture 
and the local authorities. The backlog of large projects 
must thereafter have been reduced by the completion of 
the Bicaz hydro-electric plant, the Hunedoara blast 
furnaces and a number of other large schemes, although 
it will have tended to grow again following the start of 
further large projects during the last three years. More- 
over, the recent rapid increase in agricultural and other 
decentralized investment may have tended to increase the 
dispersion of resources. Attempts to speed up com- 
pletions were reflected in a 14 per cent rise from 1961 to 
1962 in the value of projects finished, when the value of 
completions equalled 87 per cent of outlays, compared 
with 85 per cent in 1961. 


Although comprehensive statistics are not available for 
eastern Germany, there can be little doubt that unfinished 
investments and the dispersion of resources have recently 
created a particularly serious problem in that country. 
Between the end of 1958 and the end of 1961 the stock of 
unfinished investments in new fixed assets (excluding 
housing) increased by 80 per cent, from a value equi- 
valent to 79 per cent of the preceding year’s outlays to 
97 per cent.°° The situation was particularly alarming in 


50 Data exclude capital repairs and replacements. Total state 
investment (including such outlays) increased by 30 per cent from 
1950 to 1961. 


backlog of uncompleted investments is bound to increase 
steadily until 1964-1965.5? Secondly, a very ambitious 


: been = the chemicals and energy branches, for 


example, the impact of simultaneous starts is such that the 


programme of rural construction (consequent upon col- 


lectivization) and housebuilding has been launched.” 
The original 1962 Plan did not foresee any significant 

slowdown in new starts, and 30 per cent of the funds 

earmarked for additions to fixed assets (“new invest- 


ments ”) were to be spent on projects to be started in the 


уеаг.5* Subsequently (in March 1962) it was decided to 
abandon “ non-essential” projects in order to liberate 
resources for quickly-maturing productive investments 
and a few key projects. No information is available on 


the extent of the cuts, but they are likely to have fallen 


mainly outside the centrally planned sector: thus, in the 
Karl-Marx-Stadt district, 11 per cent of the planned 
investments of locally managed enterprises were elimi- 
nated, against only 1.7 per cent for the centrally managed.®® 
Later, a decree of July 1962 reinforced the machinery of 


_ central planning and control, with the aim of facilitating 


the concentration of resources on key projects in heavy 
industry and making standard calculations of efficiency 
obligatory in order to weed out the least useful projects. 


Quantitative information on investment completions in 
Czechoslovakia is particularly scarce, but the situation 
appears to be not very different from that in eastern 
Germany. The planned and actual changes in the volume 
of uncompleted investment projects in the recent past 
have been as follows (percentage changes): 


January-September 
1961 1962 
Planned Actual Planned = Actual 
Centralized projects . +22.2 +32.6 = 5 
Decentralized projects . —240 +6.1 —20.0 +13.4 
Total << eee —3.1 +18.1 —5.1 -21.5 


Source : Planované hospoddfstvi, February 1963, рр. 22-25. 


Opening the Twelfth Communist Party Congress, 
President Novotny observed that “many investment 
projects were scheduled for the first years of the Third 


р Unless otherwise specified, this and other information is taken 
from Deutsche Finanzwirtschaft, No. 19, 1962, p. 3. 


52 Although, according to current reports, 80-85 per cent of the 
carryover of uncompleted investments is “ planned ”, i.e. consists 
of projects scheduled for completion in later years, the plans them- 
selves fix deadlines which allow generously for construction delays. 
Thus, three large thermo-electric plants of 100, 300 and 600 MW 
respectively were scheduled for completion in 72, 96 and 84 months 
as against the Soviet norms of 30-40, 32-46 and 36-50 months 
respectively. 

53 The dispersion of resources is illustrated by the fact that in 1961 
the district of Erfurt had 6,240 building sites with an average of 
only 3.5 workers each (Deutsche Finanzwirtschaft, No. 23, 1961, 
p. 693). 

54 Statistische Praxis, Мо. 11, 1962, р. 273. 


55 Deutsche Finanzwirtschaft, No. 13, 1962, р. 6. 
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high rate of growth of our production . . .” 56 At the end _ 
of 1962 the backlog of uncompleted investments amounted | 
to 40 billion K&s, or nearly 100 per cent of the value of - 


‘outlays during the year. The Chairman of the State 


Planning Commission had earlier reported that, despite 
all efforts to limit the number, there were some 22,000 
building sites in the country (which would hardly allow © 
for more than 12 building workers per site — а level 
below that of Hungary), and criticized construction 
enterprises which sought to “save the plan” by giving 
priority to site-clearance and general construction while 
neglecting finishing work.5’ In consequence, the time 
taken to complete building projects is excessively long: 


Completion time of buildings in Czechoslovakia 


(Months) 
Sector “egies al = monies Actual 

Ministry of Fuels and Energy 

(а 72 107 122 

(БЕ ету = 37 65 71 
Ministry of Metallurgy ..... 53 68.3 67.3 
Ministry of Chemicals. .... . 45.5 76.3 57.3 
Ministry of Heavy Engineering . . a5 50 56 
Ministry of Consumer-goods In- 

У ба e 33 76 75 
Waterworks and _ hydro-electric 

power stations ........ 67 94 112 


Source : Politicka Ekonomie, No. 9, 1962. 


As a result of such delays, projects are rarely completed 
at the budgeted cost: for example, the estimated cost of 
building projects started under the original Third Five- 
year Plan is now 9 billion Kés above the initial budget. 


The Chairman of the Planning Commission also 
emphasized the effect of dispersion on supplies of ma- 
chinery: “The large number of building sites has ап 
especially harmful effect on the engineering sectors... . 
The disproportionate number of orders in engineering 
enterprises creates difficulties concerning production 
capacity, poses many technical problems and lowers 
quality... .” Since the completion of a very large number 
of industrial investments is scheduled for the same time, 
orders accumulate and the enterprises are unable to _ 
give priority to those which are actually needed first. 
Sometimes equipment is available well in advance of the 
completion of the related construction; at other times 
it is the reverse. 


A drastic tightening of central control of investment is 


now in progress, including a strict limitation of new 
starts. In August 1962 a ban was imposed on starts of 


56 Rudé Pravo, 5 December 1962. 


57 Statement of Mr. A. Indra at a seminar organized by the 
Central Committee of the Communist Party in August 1962; 
cf. Politicka Ekonomie, No. 9, 1962. 


decentralized projects over 1 million Kés in value, but 
with the important exception of investment in mining, 
dwellings construction and other projects specifically 
approved by earlier government decisions.*?* Work оп 
less important or less advanced projects is to be tempora- 
Шу suspended to permit concentration on completion of 
those of higher priority. By these means, a 30-40 per 
cent reduction in the number of building sites is to be 
attempted over the next 3-4 years.5® Moreover, the 
programming of supplies of building capacities, materials 
and equipment is to be centralized, in order to establish 
a direct link with the central planning of investments. 


These corrective measures could hardly affect the 
pattern of activity during 1962. Out of 161 centralized 
projects planned for completion, only 106 were actually 
completed during the year. But in 1963, according to the 
plan, 197 individually approved schemes, to a value of 
16.8 billion Kés, should be completed, while only 85 
— with an eventual value of 5.3 billion Kés — should be 
started. Among those projects, mentioned in the pre- 
ceding paragraph, exceeding 1 million Kés value which 
are not subject to central control, completions to a value 
of 17 billion Kés are planned and new starts of only 
5.6 billion Kés. The total backlog of unfinished invest- 
ments should decrease by 4 billion Kés, or 10 per cent. 
However, in Czechoslovakia, as noted above, recent 
difficulties have not been entirely, or even overwhelmingly, 
due to building delays alone. Delays in deliveries of 
machinery have been frequent; and, to the extent that 
these have reflected the heavy pressure of export deliveries 
on the engineering industries, Czechoslovakia’s foreign 
commitments seem unlikely to permit much easier 
domestic supply possibilities in 1963. 


In Poland, the simultaneous launching of a number of 
very large projects under the current long-term plan 
must have raised the value of the stock of projects under 
way.*® Completions of centrally planned investment 
projects in the three years 1959 to 1961 were only 60, 
42 and 69 per cent, respectively, of the levels planned.® 
Since plans for outlays were fulfilled and it is unlikely 
that any decrease in the stock of uncompleted invest- 
ments was planned, the ratio of outlays on uncompleted 
projects to total outlays must have been over 40 per cent 
during the three-year period. 

To some extent, the present situation in Poland reflects 
ambitious central plans; but in part it appears to result 
from a tendency for investors themselves to understate 
the likely cost of projects they present for approval and 
incorporation in the plan. Since delays in completion 
further inflate costs, the central authorities find themselves 
involuntarily overspending on investment; and in six 
projects recently examined, the actual cost as now 
estimated was found to exceed that originally planned by 
80-210 рег cent.* 


57а Planované hospoddistvi, Nos. 9-10, 1962, and No. 2, 1963. 

58 Rudé Pravo, 5 December 1962. 

59 The average engineering plant in Poland employs 1,800-2,000 
workers and is valued at 150-200 million zlotys, but factories under 
construction will employ 4,000-4,500 workers and cost more than 
800 million zlotys (Zycie gospodarcze, No. 35, 1962). 

60 Trybuna Ludu, 2 February 1963. 

61 Zycie gospodarcze, No. 38, 1962. 


Investment Outlays in 1962, and the 1963 Plans 


As has been indicated in the preceding discussion, by 
1962 it had become at least as important in most, if not 
all, countries of the region to accelerate completions of 
projects under way and to assure closer conformity than 
in the past to the planned pattern of investment priorities 
than to reach the planned level of total outlays. In fact, — 
none of the total investment plans have been fulfilled 
(see Table 11). However, some progress towards at least 
the first objective has been achieved in the Soviet Union, 
Hungary, Rumania and probably Bulgaria, but virtually 
none as yet in Poland, Czechoslovakia or eastern. 
Germany. The abandonment of the current Five-year 
Plans in the last two countries, and their replacement by 
new plans ending in 1970 (see section 6), is partly due to 
the unsatisfactory composition — and in eastern Germany 
also the level — of investment during the last three years 
in relation to the original 1965 plan targets. 


In the Soviet Union, centrally planned investment 
outlays are reported to have risen by 9 per cent from 1961 
to 1962 (as much as originally planned); and the plan 
as revised during the year was 97 per cent fulfilled. 
Centrally planned investments have now been slightly 
below the level of the annual plan for each of the past 
four years, yet total centrally planned outlays during the 
period have exceeded the rates originally foreseen in the 
Seven-year Plan by some 6 billion roubles — indicating 
that the annual plan targets have been set higher than 
those originally envisaged in the Seven-year Plan. 


Centrally planned investment in the Soviet Union rose 
little, if at all, faster than in 1961. Decentralized state 
investment and private housebuilding are reported to 
have declined, the latter after falling by 13 per cent in 
1960 and a further 11 per cent in 1961; and collective- 
farm investment probably changed little from its 1960- 
1961 level (see Table 9).®* Consequently, it seems that 
total investment outlays may not have been more than 
5-6 per cent above the 1961 level — about the same 
unusually low rate of growth (for the Soviet Union) as 
recorded in the previous year.** Thus the Soviet Union 
appears to have achieved some concentration of resources 
on priority projects only at the cost of a striking decele- 
ration of aggregate investment, including reduction or 
stabilization of outlays in housing and agriculture, where 
the long-term plans call for rapid increases.** Moreover, 
even centrally planned outlays in the major industrial 
branches for which data are available fell far short of the 
planned levels, as in 1961 also (see Table 11). The com- 
pletion of 800 major industrial projects was reported 
— 10 more than in 1961, but fewer than in 1958-1960 — 
doubtless the result of an increase in the size of new 
projects and of an increased share of re-equipment in 
total outlays. The latter tendency is confirmed by the 


62 Partly reflecting a conversion of some collective farms into state 
farms, indicated by an 11 per cent decline in the number of collective- 
farm households. 

83 The net increase in (completed) fixed assets as shown in the 
national accounts was unchanged from 1960 to 1961. 

64 The decline in private dwellings construction had a significant 
effect on total completions of dwellings, which for the fourth con- 
secutive year remained below the planned level and have, in fact, 
scarcely increased (see Table 15 below). 


TABLE 11 


Investment outlays by sector in eastern Europe 
and the Soviet Union, 1961 to 1963 Plan 


р Percentage changes from previous year 
1961 1962 1962 1963 
actual plan actual plan 
at Ss ee SE a aaa aE 
Albania 
Total socialist sector ...... 6% .. a 6 
Bulgaria 
Centrally planned investment . . 3 22142 12 11 
Czechoslovakia 
Totals Sa ei eee a ee 7 1 —1 —6 
of which : 
State ae sey а ee, a ete TY, -1 
Co-operative ......... 7 —25 
о «los Ne ats 51, —12 
Eastern Germany 
Otley seat Hoy а оо а — i 14 7 
of which 
State orate Бома cae Cee teins. iw 3 2 
of which: 
Industry а 12 Bs —6 
Hungary 
Total socialist sector®. ..... —11 10 14 12-14 
of which : 
Industry Е foc aise. oe sel ae — 10 111, 9* 
Agriculture eter arse = —24 11 17 37 
Ч 28 Ома йо вЫ —30 1714, 29 
Poland ; 
Ota lies evens Е: 7% 10 11¢ 8% 
of which: 
а о ое 51: 101, 15 16¢ 91, 
Agriculture and forestry .... . 11 15 13¢ 221, 
Transport and communications. . . 14 12 11¢ 4 
4 Og ci ess ic ИТ wits beck eee -1%, —И 22¢ -—5 
Housing РОО sw) oe Se te У —5c 4 
Rumania 
Total state investment. ..... 21 164% 11 12 
of which: 
Industryitee к ee fia ee 21 26 19 
ABHICUITUTO Ay wm bese > eels 23 —3 1 
PIOUGIIR ase em ei See 18 12 12 
ELTANSPOLl А, на 28 с 7 
Soviet Union @ 
Total state and co-operative invest- 
MEN teenie ee Pokies em (suas 10 8е 7 10 
motalsindustry и Ве 4 
of which : 
Магу высь Мел. 9 107 2 it 
Oil and gas tw 45.0: eee co se 10 a 5 14 
IBlectric | POWEL о ke ao eee 6 11 7 о 
Ее ое обе п 14 14 8 т 
Chemicals a os os 15 18 8 36 
Timber, paper, woodworking .. . 3 131,9 13 Sh 
Wight and foodies Wien Heine —10 3312 8 18 
Transport and communications. . 5 a 7 т 
О 5926s she tonne pete 22 19 22 18 
Housing es, aa se fee ise —1 


Sources : National statistics, plans and plan-fulfilment reports ; Economic 
Bulletin for Europe, Vol. 14, No. 2, p. 17 ; Planovoe khozyaistvo, No. 1, 1963, p. 8; 
ара, 24 December 1962, and 8 and 10 January 1963 ; Figyelé, 1 January 
@ Revised plan. 


© Including state-aided dwelling construction in the private sector. 

С At constant prices, 

а Excluding collective farms. Data for 1962 and 1963 refer to centrally planned 
investments only: total state and co-operative outlays rose by 5 per cent from 


1961 to 1962, but for most industrial branches other than the light and food 
industries the discrepancy is normally very small. 


€ 12 per cent in the revised plan. 


7 Ferrous metallurgy only. 
9 Timber only. 


в Light industry only, 


fact that in 1962 investment in construction under the — 
central plan increased by 7 per cent (representing 96 per 
cent plan fulfilment), whereas the plan for investment in 
equipment was 100 per cent fulfilled with a proportion- 
ately greater increase. 

Very few detailed investment targets for 1963 have yet 
been published in the Soviet Union. The few shown in 
Table 11 call for an acceleration of the rates of increase 
of the last two years. 

Even the negligible rise in investment planned in 
Czechoslovakia for 1962 — ш order to give a breathing 
space for a reorientation of the investment effort — was 
not achieved, and total outlays fe'l by 5 per cent. More- 
over, new investment and capital repairs together fell by 
4 per cent, against a planned rise of about 8 per cent. This 
fact probably partly explains the 4 per cent reduction in 
new investment planned in 1963, but the intended drastic 
change in the pattern of outlays already mentioned also 
provides part of the explanation. Although co-operative 
and private investments were substantially reduced in 1962 
(see Table 11), the plan for decentralized investment was 
more nearly fulfilled than was that for centralized invest- 
ment. There was a very small reduction in the share of build- 
ing in total investment (still high at almost 60 per cent), but 
this was entirely due to the reduction in co-operative and 
private investment, in which building has a larger share. 
Investment outlays in 1961-1962 plus those planned for 
1963 total about 131.3 billion Kés, whereas the fulfilment 
of the Five-year Plan (263 billion Kés) would have required 
around 147 billion Kés during the same period. 

The nature of the published east German investment 
statistics makes an assessment of the situation extremely 
difficult. “ Total investment ” ® increased in 1962 by 
1.4 per cent, and the plan was 95 per cent fulfilled. Figures 
for state investment,®* show an increase of 2.4 per cent, 
but state investment in industry (including the building 
industry) declined by 6.2 per cent. No breakdown of 
“total investment ” in 1962 is available, but it appears 
that even a 95 per cent plan fulfilment would be dependent 
on a considerable overfulfilment in the “residual ” 
sector: 87 

Investment in eastern Germany 


Millions of DM 


1962 1962 1963 
plan actual plan 
а ов 16500 15700 16860 
Industry Paes Ee Garay Не 7 374 7000* 7784 
Agriculture, procurement, forestry . 1 695 1 671 1 946 
Transport and communications . . 1 836 1 819 
Domestic trade sss tutte ea 328 205 
Culture, education and social security 281 7 230 
ое 2 187 2 000 2 236 а 
Residuals: ие Sopa: а 2 799 2 641 


Sources : Gesetzblatt der DDR, Teil I, 31 March 1962: № D 
2 December 1962, p. 4; and plan-fulfilment report. о 


@ Including certain investments in town planning not included in the 1962 Plan. 


85 Мо precise definition of this concept has ever been given, and 
its magnitude is not reported in current statistics. 


8 New investments, expansion and reconstruction of enterprises 
and installations, excluding general repairs by budget-financed 
organizations, projecting costs on extensions, and investment from 
short-term credits and Enterprise Funds. 


‚97 The residual ” in both the 1962 and 1963 plans is extremely 
high considering that, with the exception of public administration, 
all sectors of the economy are specified separately. 


9 


"about 5.4 
building 


See The 1963 Plan in eastern Germany intends to reinforce 
the priorities already introduced in 1962. Within an 


_ increase in total investment of 7.3 per cent, practically 


_ all the increment will go to industry and agriculture, 


while the share — and perhaps even the absolute level — 


of non-productive investment should decline. This is also 


_ reflected in a planned 3 per cent decrease in non-industrial 
_ building, contrasting with an 11 per cent increase in 

industrial construction (within a total increase in building 
-and construction of 2.5 per cent). Moreover, 41.5 per 


cent of all investments will be used for reconstruction, 


maintenance and rationalization of existing enterprises 
and installations; and the major part of the increment of 
investment outlays (DM 700 million) should go into 
machinery and equipment. 


Percentage shares in state investment in Hungary 


7: 1958 1959 1960 1961 1962 
Home-produced machinery . . 20.9 20.6 19.3 19.8 22.9* 
Imported machinery ..... 107.199 21.8. 14,3 14.5* 
о рувасвтегу о... SL tO. 41.1. 349 37.4* 
Other investment goods ISG 17 19:3 ~~ 17:3 * 
SonstructiOme Е 5... 50.0 43.3 41.8 46.6 45.3 * 


Sources : Statisztikai évkényy, 1961, р. 49, and provisional estimates. 


In Hungary the investment performance in 1962 was, 
on the whole, satisfactory. Total investment outlays in 
the socialist sector were somewhat lower than in the 
annual plan; but they were still in line with the current 
Five-year Plan, and practically reattained the 1960 level 
after the cut-back of 1961. There was a further welcome 
shift towards equipment, despite an 11 per cent increase 
in the production of the state building industry and — as 
already mentioned —some shortening of completion 
times and a stabilization of the backlog of work in 
progress, showing the effects of the eneigetic measures 


Investment outlays in the socialist sector rose 


decentralized state investment outlays increased by 13. 
per cent in current prices, co-operative investment out- 
side agriculture rose by 18 per cent, and outlays of the 
agricultural circles and agricultural co-operatives by 12 
per cent. However, co-operative housebuilding increased 
by only 2 per cent and private investment fell slightly, 
particularly in agriculture, where sales of building mate- 
rials to peasants were somewhat reduced. Investment 
costs again rose significantly, and the above-plan outlays 
in heavy industry — partly a consequence of the rise in 
costs — necessitated a cut-back of investment not only 
in the non-productive sector, but also in light industry. 
In the latter sector, outlays in 1961 and 1962 were 10 per 
cent less than foreseen in the Five-Year Plan, and the 
1963 plan target is 15 per cent below that originally set. 
For the socialist sector as a whale a slowing down of the 
investment expansion is planned for 1963 (see Table 11). 


Data on investment in Bulgaria are as yet exiguous. 
Centrally planned outlays rose faster than investment in 
any other region of the region, though less than provided 
for under the revised plan. However, the original plan had 
called for only an 11 per cent increase and it is not known 
whether the revision implied a genuine increase in the 
overall investment target or merely a change in the 
investment structure. In Rumania, state investment fell 
short of the 1962 Plan by about 1.5 billion lei, but never- 
theless increased by 11-12 per cent. Much of the shortfall 
occurred in industry, where both the planned and the 
actual increases were greatest. Among the three priority 
branches of industry, however, only chemicals did not 
fulfil its investment plan; and the total share of the 
priority industries was higher than planned for 1962, 
although somewhat below that of 1961. In both Bulgaria 
and Rumania it seems that delays in deliveries of imported 
equipment were at least partly responsible for the under- 
fulfilment of investment plans which were concentrated 
on machinery and equipment. 


3. CONSUMERS’ INCOMES AND SUPPLIES 


Improvements in standards of living were small in 1962 
in almost all countries of the area. Except in Rumania 
(and possibly Albania, for which the relevant data are 
not available) average real wages hardly rose, and in 
some countries even declined; and the little progress 
achieved reflected mainly the universal expansion of 
social benefits and services paid from the “ social con- 
sumption fund”. Except in Hungary, and probably 
Poland, peasants’ per capita incomes tended to rise faster 
than those of wage- and salary-earners; but the latter 
category benefited from increased employment (sometimes 


even on a scale larger than planned), which probably 
raised family consumption somewhat more than per 
capita income. 

This “ wage pause” is partly a reflection of the in- 
vestment drive discussed in the preceding section, and 
partly of expanded expenditure on defence in several 
countries during the last year or two; and in some 
countries it reflects a continuing redistribution of income 
in favour of peasants. But a pause has also been necessi- 
tated by the continued poor performance in agriculture, 
combined with inability or unwillingness (resulting from 


rapidly in Poland in 1962, but there was no noticeable = 
improvement in the pattern. Both centralized and — 


= 
- 


_  Раве 26 — Chapter I 


_ TABLE 12 


Average nominal and real wages, 1960 to 1963 Plan 


Percentage increase over preceding year 


Nominal wages 


1960 1961 1962 


Bulgaria 
Czechoslovakia 
Eastern Germany . 
Hungary 
Poland: =. —, =e 
RUMANIA ара 


ео Рось. ВЕН 


Sources : Statistical yearbooks, plans and plan-fulfilment reports ; Neues 
Deutschland, 30 November 1962 ; Probleme economice, No. 1, 1962, p. 18 ; Zeme- 
delsko Zname, 29 November 1962. 


@ [Industrial workers only. 
© Real рег capita incomes of workers and employees. 
с Including trainees. 


the accepted order of priorities) fully to offset this by 
raising imports of food and feedingstuffs. Moreover, as is 
shown in section 4 the rising output of the consumer- 
goods industries has not had its full impact on living 
standards, because of the often poor quality and in- 
appropriate composition of their production. These 
shortcomings on the supply side, rather than lack of 
purchasing power,® are held responsible for the relatively 
small expansion of retail trade in consumers’ manu- 
factured goods in many countries where sales of most 
textiles and some durable goods continued to stagnate 
or fall in 1962. 


Wages and Incomes 


In the Soviet Union, for the second successive year, 
the per capita consumption fund increased by about 
3 per cent and individual consumption by about 2 per cent. 
Both in 1961 and in 1962 peasants’ incomes, in money 
and kind, went up by a relatively large margin (5 per cent), 
mainly as a result of a policy of changing the distribution 
of income so as to encourage an expansion of farm 
output. Thus, in 1962 a steep increase in prices paid to 
the peasants for deliveries of some agricultural products 
(particularly meat and butter) was wholly passed on to 
the consumer.® Despite the resulting rise in the cost of 
living in the second half of the year, “real per capita 
incomes of workers and employees ” were reported to be 
2 per cent above the 1961 level in 1962 (see Table 12). 
However, this concept covers not only personal money 
incomes, but also the benefit to the consumer of state 
expenditure on health, education, and other social 
services, which rose in total by 7.5 per cent. Hence, real 
wages probably rose by rather less than 2 per cent, against 


ve Personal savings continued to increase everywhere, though in 
most countries at a rate somewhat below that of preceding years. 


89 See the Bulletin, Vol. 14, No. 2, pp. 26-27. 


1960 


Se ee ee 


Cost of living Real wages 


1963 
Plan 


1962 


1962 Dian 


1961 1962 1960 1961 


Е ЗА —* 

3.4 36355" 2 
9-02 = №5 Es 
о. 24 20? 

10 3 4 6.5 a: 
277’ 5:90 


@ Real incomes of workers and employees, inclusive of social benefits and services 
provided by the state. с 
€ Index of retail prices in state shops; in both 1960 and 1961 the prices of agri- 

cultural products sold on farm markets of large towns increased by 6 per cent. 


7 Average nominal wages of workers and employees. 
9 Money incomes of the population. 


a planned increase of nearly 3 per cent.” The 1963 Plan 
foresees a 5.9 per cent increase in the aggregate money 
income of the population: after allowing for the impact of 
the price increases of 1962 and for the growth of popu- 
lation, per capita real income can be expected to go up 
by some 2-3 per cent. The wage bill is planned to increase 
by 5 per cent, and employment of workers and employees 
by 3.9 per cent, indicating a plan for a one per cent increase 
in the average nominal wage: it thus seems that some 
further differentiation in favour of peasants is envisaged. 


Average nominal wages in Bulgarian industry rose 
by 2.3 per cent in 1962, in construction by 3.1 per cent, 
and in transport by 1.6 per cent. As increases in prices of 
agricultural products, effective from the end of July,” 
raised the cost-of-living index by roughly 5 per cent, it 
seems that for the whole year the average real wage of all 
wage-earners remained practically unchanged at the 1961 
level, following increases of 5 per cent in that year and 
8 per cent in 1960. The spread of real incomes was some- 
what narrowed in 1962, as the lower wages rose more 
than the average and children’s allowances were raised 
in compensation for price increases. As in the Soviet 
Union, peasants gained relatively more than workers: 
but the effects of higher delivery prices and increased 
guaranteed minima for farmers’ incomes were weakened 
by the stagnation of agricultural output. An increase of 
7 per cent is planned for per capita real incomes of workers 
and employees in 1963. 

Total personal consumption in Czechoslovakia was 
2 per cent higher than in 1961, and expenditure from the 
social fund rose by 6 per cent, indicating an increase in 
per capita consumption of 1-2 per cent. Average nominal 
wages of workers and employees rose by 0.7 per cent, 


ия In 1961 the per capita real income of workers and employees 
did not rise (see Table 12); and real wages declined somewhat as 
the social-wage element increased in total by 7.8 per cent. 


7 See the Bulletin, loc. cit. 


and of industrial workers alone by 1.6 per cent. Payments 
for sickness benefits and family allowances were 8.2 per 
_ cent, and those for old-age and invalids’ pensions 6.7 per 
_ cent, higher than in 1961; and, as reported earlier, old-age 
_ pensions and other social security benefits were extended 
to collective farmers in the course of 1962.7? The old-age 
pension scheme is currently under review, the aim being 
to amend it so as to encourage postponement of retire- 
ment — highly desirable in view of the existing labour 
_ Shortage and the unfavourable trends in the age structure 

of the population. The 1963 Plan foresees an increase of 
personal consumption by 1.3 per cent and of collective 
consumption by 6.7 per cent. 


In Hungary, the real per capita income of wage- and 
salary-earners increased by 2 per cent in 1962 — only 
slightly less than the 2.5 per cent planned. As in other 
countries, social benefits increased faster than earned 
_ incomes, and the per capita real wage rose by only about 

1 per cent. For a number of years, nominal wages have 

been increasing only slowly in Hungary (see Table 12), 
preventing a long-overdue adjustment of income differ- 
entials in favour of lower-income and large families.’ 
In contrast with other countries of the area, there has 
been no change in income distribution in favour of the 
peasants during the last two years: in 1961 peasants’ 
consumption declined somewhat in real terms, and there 
was no improvement in 1962. In 1963 peasants’ per 
capita incomes are planned to increase by 2.7 per cent, 
compared with a 5.6 per cent per capita increase planned 
for workers and employees. From 1 January 1963 a series 
of measures will improve social benefits and services for 
widows, disabled pensioners, and working mothers — as 
well as for members of agricultural co-operatives.” 


No data have been published on trends in incomes in 
eastern Germany in 1962; but the total consumption fund 
is reported to have risen by 1 per cent, and per capita 
real wages thus probably fell slightly. The holding down 
of personal incomes has been dictated by the growing 
gap between consumers’ purchasing power and supplies, 
and this policy will continue into 1963, when increases in 
earnings are to be limited by the introduction of more 
stringent work-norms. The Chairman of the State 
Planning Commission has stated that further increases in 
living standards will be entirely dependent on the im- 
provement of labour productivity: if all the 1963 plan 
targets are fulfilled, per capita real income should increase 
by 2 per cent.” 

In Poland, per capita consumption rose by less than 
2 per cent in 1962, and consumption out of individual 
incomes by not more than 1 per cent. Average nominal 
wages in the socialist sector increased by 3.7 per cent 
(the highest increase, 5.5 per cent, was registered in 
education and the lowest, 2.3 per cent, in the communal 
economy); but the cost of living rose by about the same 
margin — mainly as a result of higher food prices, which 
must have reduced the real value of the lowest wages. 


72 See the Bulletin, Vol. 14, No. 2, pp. 26-27. 
73 See a family budget survey and subsequent comments in 
Népszabadsdg, 16 and 19 December 1962. 


74 Magyar Kézlény, 24 December 1962. 
78 Neues Deutschland, 30 November 1962. 


TABLE 13 


Volume or (in italics) value of retail trade turnover, 
including public catering, 1960 to 1965 Plan 


Percentage increase over preceding year 


1962 1963 1965 
1960 1961 1962 Plan Plan Plan@ 
Albania 
Total salest 42-39) 4 3:0, 5.0 50 = 4.3 6.7 
Bulgaria 


Total sales 


oA le | 9.5 5.1 7.8 9.9 ist) 
of which: Catering . Bs =. ips 


Czechoslovakia 
Total sales .... 9.3 4.50: 335: 5 2 6 
Hood 472+ Jets 4.9 5.8 5.6 
of which ; Catering . 7.6 7.3 7.0 
Non-food. ...|149 2.9% 0.8 
Eastern Germany 
Total sales .... 6.9 5.7 —0.6 ys 2 7.6 
Foods ing «ace. dyes 4.2 See, 1.6 1.0 
Non-food. .. . | 10.5 6.7 —3.2 6.4 
Hungary 
Total sales О 2.0 3.7 34 ЗЕ 4.2 
РОО portance TA YD 5 4.1 5.1 = 
of which; Catering . 13.2 4.3 5.2 rs 3.3 5.4 
Non-food. . . . | 10.2 —0.9 2.5 3.7 55) 
Poland . 
Тов... 0.9 8.3 4.2 4.6 3.6 7.1 
а since 6 —1.4 6.4 р 5.6 
of which: Catering? | —7.4 12.4 3.5 6 8.6 
Non-food. ... 3.4 10.5 as 8.3 
Rumania 2 
Total sales 17-40 Бе 2.5 eer, 9 12.2 
FOO gone ee 12.8». -15;5451358 
of which: Catering . 24.4 17.6 en 
Non-foodies ть. [208 155 45 


Soviet Union ® 


Total sales . | 10.1 3.7 6.4 7.4 6.9 6.4 
Eood.. о. 9.5 4.9 


of which: Catering . 9.8 5.6 
Non-food. . . . | 11.3 24 


Sources : Statistical yearbooks, plans and plan-fulfilment reports; Zemedelsko 

Zname, 29 November 1962; Sovetskaya torgovlya, 12 January 1963. 

@ Average compound rates of growth under long-term plan, For eastern Germany 
and the Soviet Union, seven years 1959-1965; for Rumania, 1960-1965; for other 
countries five years to 1965 (as indicated in section 6, these data may not re- 
present the targets now in force in Czechoslovakia and eastern Germany). 


6 Socialist sector only. 


Thus, gains in average urban living standards were once 
again confined almost entirely to some improvements in 
social benefits and to those increases arising from the 
nearly 4 per cent rise in employment. 


Supplies and Sales 


As in other years, retail sales increased in all countries 
faster than per capita incomes — or in eastern Germany 


7 ое Union ances 
the rise in sales in 1962 was smaller than in the 
ears and less than foreseen in the annual and 


gmentary and provisional data available indicate 
vs lic eet was the most dynamic category; but 
in both Czechoslovakia and eastern Germany the rise in 
_ the total volume of food sales was somewhat smaller than 
7: indicated by the value figures in Table 13, as prices of 
foodstuffs rose during the year. Shortages of varying 
duration and intensity — of meat and of some dairy pro- 
ducts — were reported almost everywhere.”’ In Bulgaria 
and the Soviet Union steep price increases were decreed 


78 Data covering collective-farm members in the Ukrainian SSR 
illustrate the effect of this monetization of peasants’ incomes on the 
growth of retail trade. Money income per family rose to 2.8 times 
the 1953 level by 1959, while incomes in kind rose by 4 per cent. 
Between 1954 and 1960 per capita consumption of bread and other 
bread-grain products fell by 7 per cent, but sales of such products 
in village shops rose to 2.3 times the 1954 level (Opredelenye potreb- 
nosti naselenya у tovarakh, Kiev, 1962, р. 67). 


71 See the Bulletin, Vol. 14, No. 2, pp. 28-29. 


"prices о on peasant - markets 2 
BN Seca abo 20 per cent. 


ane a sharp rise in prices of seasonal fo 


“food basket ” increased by 24 


cent), whereas the general level of other founds 
partly as a result of drastic price-cuts for som 
products.” 


In eastern Germany certificates for res casters 
instituted a quasi-rationing system for meat and butter in 


mid-1962; and supplies of these products are likely to 


remain short during at least the first half of 1963, despite — 


higher imports, since domestic output is expected to 
continue to fall until the livestock herds (reduced during 
the collectivization drive) have been replenished. Sales 


of meat and meat products in the Soviet Union rose by _ 


4 per cent in 1962 and thus regained the ground lost in 
1961; supplies of eggs and sugar continued to improve 
rapidly, but those of milk and butter showed a tendency 
to stabilize. In 1963 sales of animal products are planned 


в Tbid., рр. 26-27. 

79 Prices of cocoa, coffee and chocolate were reduced i in December 
1961 by 20-50 per cent, and of oranges and lemons by 10 and 30 per 
cent respectively (Figyeld, 8 January 1963). 


TABLE 14 


Retail sales of some products in 1962 


Percentage increase over 1961 


Czecho- Eastern 


Soviet 


Product Bulgaria slovakia Germany Hungary Poland Rumania Union 
Meat and meat products... ..... 9.4 6 8 за 4 
аа ое. ом М 4.7 —2 4 —1 a 9 
Butter SS ee ee ee a ii 4 — ean —3 
MK ee cl cee LS re oe ee ee 9.4 11 3 7 9 19 1 
Cheescte so Е 5.3 —12 3 7 18 9 
EQS eater sts Sate os caer eae 6.0 —3 1 9 15 17 
а о в eee ae 31.8 зы at 25 5 lle 
Woollentfabrics§ тои ee ae —7 —6 —9 
Cottonrfabricsv) о: = A eee —2 —12 —4 10 —4 
НЕА СО ем а. —5 —9 8 
Ready-madeiclothing ее. = —3 —1 5 17 12-13 
POOtWEar Ги 9.1 —4 4 4 6 7 
УСО све пас ао eee ue — —18 114 
Motor-cycles and scooters ......., 22.0 me 24 13 10 
Washing machins .......... 9$ ны 305 yeaa чае по eats 
Refrigerators ha a ор 66.7 18 22 40 51 75 18 
Sewingsmachiness.. п 2. eee + —5 34 —10 
Wacuumycleaners о i ee ee 8 5 20 
Watches a>. powcr... sem ae atk —2 15 
МО ах et ee 38.9 ae 84 7 
Radios Sete rete ae he Re cae ee ee ae 5 —10 a —11 —10 30 —6 
Television*setsf=a°4-.0 = а 164.6 —8 13 21 40 82 9 
Furnitures 2... 0. о ee 4.4 7 7 7 20 15 

Sources: Statistical bulletins; plan-fulfilment reports; Népszabadsdg, > Data cover the first nine months of each year, 


23 January 
@ Meat only. 


© Fresh vegetables. 
а Including mopeds. 


а 
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ery: wine, =i. Neweaed 
see ———- Housing | pe 


4 a 
21 JIM WL 


i ata с 


мере = 


К И Teac 4.8 73 7.3 1D 
18.0 30.9 27.4 а 25.3 Е 
г Ааа РОО 80.5 92.0 87.2. 90.0 76.8 
\ 40.6 54.1 A oe ay, 
ae SAS ere 58.1 67.5 54.3 4g > 60.5 
j NS es eae te cl eke; mee 12.9 16.5 19 18 20.5 
Z Private 45.2 51.0 35.3 30 40 
of which: State-aided 20.7 26.3 Dae, 5 
р М аси. 133.9 143.7 135 si 
; State and ooopersiive |. 30.0 40.1 42 46 
Private Е 103.9 103.6 93 
| Poland Thousand rooms 
Total НТ 420.6 430.4 
Statetit №. = ; 200.6 200.7 198.8 ie = 
of which : Musdcinal зн ия 90.9 104.4 117.5 122 151.4 
3 Co-operative . me 41.4 53.7 62.0 67 ne 
: Private 187.7 176.0 


Я i Million m* of floo 
г Soviet Union т? of floor space 


Total¢ . Г 82.8 80.2 >81 95.6 91 
State and ое хо 55.8 56.5 > 60 67.7 
State-aided and private 27.0 23-1) 21 27.9 


Million т* of living area d 


Bulgaria 
Total i 1.76 1.81 
Co-operative and pratt 1.60 i Rey 
of which: Urban . maf 0.57 0.73 
State 0.16 0.29 1.11 1.11 1.54 


of the housing census became known (see Economic Bulletin for Europe, Vol. 14, 


Sources : Statistical yearbooks, plans and plan-fulfilment reports; Hospo- 


datské noviny, 8 February 1963; Zemedelsko Zname, 29 November 1962; Népsza- No. 2, p. 30) 
badsag, 22 May 1963. с Excluding construction by collective farms, and dachas. 
@ Including collective farms. @ Figures for 1960 exclusive of kitchens, the area of which amounted to about 


Ь The 1962 plan figures were probably increased during the year after the results 20 per cent of the total in 1961. 


м. "ye 


of a new hardware works; 
‘ootwear each rose by som 


‘The housing sector competes for investment resources 
fairly directly with the productive sectors of the economy 


and with defence; and not only were the 1962 plan targets 


for dwellings construction missed by large margins, but 
the volume almost everywhere fell below the levels attain- 
ed in 1961 (see Table 15). Hungary was an exception, 
where the 1962 Plan was exceeded and the 1963 Plan 
provides for a further increase in the housebuilding in line 
with the upward revision of the target of the Five-year 
Plan. 

In the Soviet Union, total housing construction (outside 
collective farms) was slightly higher in 1962 than in 1961, 
but was below the 1960 Jevel as well as far behind the 1962 
Plan; and the Plan for 1963 is set below that for 1962. 
This relative stability of completions in the Soviet Union 
during the last few years has been partly a reflection of a 
decline in individual housebuilding, which is now to be 
replaced by co-operative housing projects.** During the 
first four years of the Seven-year Plan, as much as 324 
million square metres of living area have been built, and 
the urban housing stock increased by about 30 per cent; 
in addition 2.4 million houses were constructed in the 
countryside. 


82 Zeri i popullit, 27 December 1962. 

88 Albania may also have been an exception, for the enterprises 
of the Ministry of Construction are reported to have handed over 
3,091 apartments — an increase of 11.2 per cent over 1961 (ibid., 
22 February 1963). 


84 See the Bulletin, Vol. 14, Мо. 2, р. 30. 


H 


number of households and a smaller number of dv 
than expected; and this necessitated a revision of | 
long-term plan for housing, which had foreseen the 
construction of 1.2 million dweliings during 1959-1970. 
In particular, co-operative housing is to be further — 
encouraged: beginning in 1963 co-operatives will obtain, 
in addition to а 30 per cent subsidy as before, state credits 
up to 50 per cent of the construction cost at a rate of © 
interest reduced from 3 to 1 per cent.®* In Poland, the 
volume of state housing construction remained about 
unchanged at the level of the preceding five years, but the 
share of decentralized investment carried out under 
municipal authorities increased further; co-operative 
building also increased, but the targets were not met. 


In eastern Germany the reduced annual plan providing 
for the construction of 90,000 dwellings was not quite 
fulfilled by the completion of 87,200. The 1963 Plan 
provides both for a smaller number of completions 
(76,800) and for a reduction in the average size of a 
dwelling from about 55 square metres in 1961 to 49-50 
squaie metres.®* In Bulgaria the 1962 target for urban 
construction (about 10 per cent more than in 1961) was 
just met: 87 total construction in 1961 was somewhat 
below that in 1960 (the 1961 figures in Table 15 include 
the kitchen area, amounting to about 20 per cent of the 
total). 


5 Rudé Ридуо, 14 February 1963. 

86 Neues Deutschland, 30 November 1962. 

87 A figure of 0.96 million square metres of living area in 1961 was 
wrongly reported in the Survey for 1961, Part 1, Chapter II, 
Table 19 and in the Bulletin, Vol. 14, No. 2, Table 13, as referring 
to total construction instead of to urban construction only. 
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4. ACCUMULATION OF STOCKS 


Stocks and National Income 


The aggregate of stocks or “ working capital ” in the 
national economy represents a heterogeneous concept. 
Not only does the nature of stocks — and therefore also 
the influences causing stock changes — differ among the 
various sectors of the economy, but the term is used to 
cover both reserves of materials, semi-finished and 
finished goods, and the value of work in progress.8 
Moreover, in the national accounts of all the planned 
economies of eastern Europe except Poland and eastern 
Germany, investment in stocks includes also the increase 
in the value of uncompleted investment projects, which 
in western European statistical practice forms a part of 
fixed capital formation.®® 


; 88 The frequently used concept in planned economies of “ circulat- 
ing capital ” (обоготуе sredstva) includes both material goods and 
financial means at the disposal of enterprises; only the former 
(tovarno-materialnye tsennosti) can be identified with the national 
accounting concept of “ stocks and work in progress ”. 


89 See the “ Note on some aspects of national accounting methodo- 


logy in eastern Europe and the Soviet Union ”, Economic Bulletin’ 


for Europe, Vol. 11, No. 2, 1959. 


Because of this heterogeneity, the use of the ratio of 
total stocks to national income as an indication of the 
efficiency of the working of the economy is questionable: 
national economic structures differ, and requirements for 
stocks are a function of the economic structure and the 
stage of development reached as well as of the rate of 
economic expansion. The latter is particularly significant 
with regard to the volume of work in progress and 
uncompleted construction, but it can be argued that 
needs for reserves of basic materials and other inputs are 
also greater (at any given level of national income) in a 
fast-developing than in a slowly-expanding economy. 


However, the dynamics of stock formation are of more 
immediate interest to an economic analyst, since the 
proportion of national income absorbed by the annual 
increment of stocks and work in progress, and the com- 
pletion of the total volume of stocks, may vary with 
changes in the “ health” of the economy. 


Table 16 summarizes the data available for four 
countries on the “ increment of stocks and reserves ”, and 
its relation to national income, during the last few years. 
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| —6.0 FLEW oe As 
* = же sige 3 
я | At 1956 prices __ At 1958 prices | At 1961 prices — 
А National income (distributed). . . . .. . . | 236.4 254.1 320.4 332.8 355.1 390.2 419.3 432 
м} Fixed investment ?. о eet ss 36.3 37.3 49.0 53.8 629 77.0 82.6 = a 
ins _ Investment of stocks and reserves с 16.3 14.2 251 23.7 21.6 26.4 31.3 а. = 
zy of which: -я 55 10.8 7.4 Ея im = 3 ig 
ae Economic turnover . om — 1.0 7.0 10.9 9.8 то а = 
Soviet Union | At current prices 
National income (distributed) о. ee oa Е: 132-95 22142 Jet S12 160) 
®ncrease-anm fixed ‘assets. ys. а, 4 me af: = 22.8 25,3 25.4 28:5 * 
Increment of stocks and reserves .... ae = 12.8 12.9 17.3 18.5 * 
of which: 
| Uncompleted construction? . . 28 S # 1.5 2.4 3.4 
р Goods and materials® . i te a 9.0 4.7 7.4 
р of which: 
; О ane aes 1.4 1.5 2.8 = Е 
Е Е о Se 2.8 0.8 2.2 oe 
3 Aguculture 555-00 SG 2.8 1.3 2.0 


Sources : Statistical yearbooks and bulletins, plan-fulfilment reports; Dochod 
Narodowy Polski (for the years 1956, 1957 and 1958); А nemzeti jévedelem és a 
lakossdg jévedelme 1958-ban ; Népgazdasdgi mérlegek, redljévedelmek, 1956; A 
nemzeti jévedelem és a lakossdg életkériilményei а hdroméves terv idészakdban ; 
. Vestnik statistiki, No. 11, 1962. 


@ At current prices. 
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The coverage of this item of national expenditure has 
nowhere been precisely stated: “reserves” seem to 
include government-held strategic stocks, but the treat- 
ment of expenditure on military equipment is not clear. 
The very magnitude of the national aggregates suggests 
that at least a part of defence expenditure is included; 
and this deduction is strongly supported by the Soviet 
data in Table 16, which include an unidentifiable residual 
(part of which may represent changes in collective-farm 
stocks) amounting to about 20 per cent of the total 
increment in 1959 and 40 per cent in 1960-1961. 


The share of national income absorbed by investment 
in stocks has varied widely from year to year in al] the 
four countries included in the table, ranging from about 
1 per cent to 16 per cent (leaving aside the exceptional 
decline in Hungary in 1956). During the last three years, 
however, the percentage has fluctuated between 6 and 10 
and has shown some tendency to stabilize. It is clear that 


> Including expenditure on uncompleted construction. 

с Excluding uncompleted construction. 

@ Valued at actual cost to the contractor. 

€ Excluding collective farms; including procurement agencies. 


investment in stocks and reserves remains markedly 
greater in relation to national income in eastern Europe 
than in western Europe, even when expenditure on 
uncompleted construction is subtracted from the former 
totals: 


Investment in commodity stocks and work in progress 
as percentages of net material product 


1955 1960 1955 — 1960 
Вана... 4.8 47 Belgium . - —0.1 1.0 
Eastern Germany 1.5 2.0 France =). oe eee 
Hungary . 10.2 5.2 Greece 5.4251 = 180.5 
Poland . 6.9 6.9 ао 2 2.5 
Soviet Ошоп.. .. 7.4 United Kingdom 2.6 3.8 


Sources : For eastern European countries, see Table 16; for western European 
countries, OECD, Statistical Bulletins — General Statistics, November 1962, and 
UN, Yearbook of National Accounts. 


Norte. — The above data indicate only the comparative orders of magnitude. 
Data for western European countries have been roughly adjusted to a “ service 
exclusive ” definition of national income: the element of defence outlays included 
in stocks may well be larger in the eastern European than in the western countries. 
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‘share of the annual increment of national income 
ented by the rise in investment in stocks and un- 
completed construction has increased sharply since 1960 
in Hungary, Poland and the Soviet Union. In the Soviet 


Union it was equivalent to about one-half of the incre- 


ment in national income in 1961 and about one-sixth in 
1962. In Hungary, the corresponding shares were more 
‘than three-fourths in 1961 and nearly one-half in 1962. 
Polish figures exclude the volume of uncompleted con- 
struction, and the increase in investment in stocks 
amounted to 15-20 per cent of the increment of national 
income in 1960 and 1961; in 1962 the stock increment 
was somewhat lower than in 1961 (largely as a result of a 
decline in stocks of farm produce), and the 1963 Plan 
foresees a further decline by 38 per cent. In Bulgaria, 
the weight of the stock increment in national income fell 
somewhat in 1961, after reaching an extraordinarily high 
level in the two preceding years, largely as a result of a 
rapidly increasing volume of uncompleted construction. 
In eastern Germany, the share of investment in stocks 
(excluding uncompleted construction) went up from 
0.8 per cent of national income in 1954 to 5.8 per cent 
in 1958, and then declined steadily to 1.4 per cent in 1961. 
This drop was probably due to a reduction in stocks 
held by farms and procurement agencies, less than offset 
by increases in industrial and commercial stocks. 


A rapid expansion of industrial and trade stocks, 
within the rising volume of all “stocks and reserves ”, 
was characteristic of the economic growth of the centrally 
planned economies during the fifties; and some increase 
was certainly economically justifiable. The high rate of 
economic expansion could normally have been expected 
to require an increasing stock of basic materials in in- 
dustrial enterprises, particularly since the ambitious 
development plans left little room for variation in the 
planned pattern of output or, therefore, of inputs; and a 
marked expansion of “ work in progress ” could similarly 
have been expected. In the earlier postwar years, universal 
shortages of consumers’ goods prevented the building-up 
of adequate stocks in the trade network; and some part 
of subsequent increases in supplies must have been 
absorbed — very reasonably—in raising stocks to 
“normal” levels, while the widening of the range of 
goods offered to the consumer, as well as the increasing 
degree of processing, has tended to raise the norms.°° 


But there should have been forces acting in the opposite: 


direction also. Once “ normal” stock levels are reached, 
the need for reserves of basic materials in industry or 
stocks of goods in trade is unlikely to increase as fast as 
industrial output or trade turnover, respectively. More- 
over, the steadily improving supplies of basic materials 
in most countries during the fifties ought to have di- 
minished the anxiety of enterprise managers which led 
them in the past to accumulate reserves in anticipation 
of irregular supplies or shortages. In trade, the smoother 
functioning of the distributive system should have 
produced similar results. 


°° For instance, yarn is more “ mobile” than fabrics, which in 
turn are more mobile than ready-made clothing; thus the expansion 
of output and sales of the latter necessitate bigger stocks both in 
industry and in trade. 
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In fact, there are grounds for believing that п most 
eastern European countries annual investment in stocks — 
(as well as in uncompleted construction) has been above = 
the optimum rate in recent years — аз well as greatly” 
above planned rates — and that this tendency has lately — 
become more marked.” In part this has been due to bad 
planning: “ the increase in stocks and reserves 1s the least 
elaborated aspect of the methodology of planning, so that 
even in one year the margin of error may be very con- 
siderable; and the numerous mistakes made in the 
execution of plans for the volume and structure of 
consumption and investment have a tendency toturninto | 
deviations from the planned level of stocks ”.* In some | 
sectors, notably agriculture, planning and control of 
stock changes is admittedly difficult, and year-to-year 
variations are likely to be in part a reflection of harvest 
fluctuations. But a systematic and significant over- 
fulfilment of annual plans for investment in stocks means 
that targets for the expansion of the national income are 
attained partly by the production of “frozen ” assets or 
unwanted goods, or — to say the least — of goods not 
immediately wanted, at the expense of fixed capital 
formation or consumption. Such “ conspicuous produc- 
tion ” is reflected primarily in the excessive accumulation 
of stocks in industry and trade described below.** (The 
problems posed by the growing volume of uncompleted 
construction are discussed in section 2 above and will 
not be referred to again in this section.) This excessive 
rate of stock accumulation seems to reflect two main 
weaknesses in the existing systems of economic manage- 
ment. In industry, the system of physical allocation of 
material inputs, directed from the centre, has shown 
itself less efficient than before, in conditions of more 
complex inter-industry links associated with a higher stage 
of economic development. In trade, rising living standards 
and improved supplies have removed the earlier “ sellers’ 
market ” conditions, but means of rapidly adjusting the 
pattern either of supplies or of prices of consumers’ 
goods to changing demand have not been found. Thus, 
changes in stocks have become partly a barometer of the 
balance of supply and demand and partly an indication 
to the planners of the efficiency of the day-to-day working 
of the distributive system, both in the non-market sphere 
of production and exchange of intermediate and capital 
goods and also-in the consumer-goods market. 


Trends in Industrial Stocks 


The broad picture emerging from the often fragmentary 
data available on the rise of industrial stocks and their 
composition in the countries under review is one of a not 
unreasonable rate of growth in relation to the rapidly 
expanding industrial output up to at least 1958, even 


к 91 п Poland, “ during the last ten years at least, annual plans for 
investment in stocks have been exceeded by at least 50 per cent, and 
Pon by 200 per cent and more” (Zycie gospodarcze, No. 40, 
‚р. 2). 
°з С. Bobrowski, Deputy Chairman of the Polish Economic 
Council, Nowe drogi, No. 1, 1963, p. 112. 
*°In the Soviet Union and Poland these amounted in 1961 to 


nearly 70 per cent of all commodity stocks (excluding uncompleted 
construction). 
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_ disturbing feature, however, was the piling up by many 
enterprises of significant quantities of oak ed | 
_ terials, semi-finished and finished goods, and the apparent 
! inability of the existing system of physical and financial 
_ controls to cope with such harmful tendencies. In a 
_ number of countries of the area — particularly in the 
_ most industrialized —this tendency has been greatly 


plans for materials are often not sufficiently co-ordit 
_ with output plans, and the frequent changes in the latter 
do not bring automatic adjustments of plans for deli- — 
veries.” The effects of this lack of co-ordination are 
aggravated by the general tendency to set up tight pro- — 
duction plans which leave little room for manoeuvre in 


aggravated during the last two or three years, and con- 


_ siderable attention is now being devoted to a search for 


remedies (see below). 


Industrial stocks include three different categories of 
working capital: (а) basic materials (including semi- 


finished goods acquired from outside the enterprise), 


‘ 


(6) work in progress (including semi-finished goods from 
own output), and (c) finished goods. In each of the four 
countries shown below, the share of the first category 


_- how amounts to about 60 per cent of all industrial stocks; 


and the shares of the other two categories vary rather more 
from country to country. However, precise comparisons 
are impossible, since policies affecting the distribution of 
stocks of finished goods between industry, supply agencies 
and = may well vary among countries (and over 
time). 


Structure of industrial stocks in 1961 in four countries 


Percentage of all industrial stocks 


Materials Saban Е м Other 
Czechoslovakia... . 61 26 13 — 
О... 63 37 
Baines. oo. a Se 59 21 18 2 
Soviet Union ..... 57 20 19 4 


Sources : Statistical yearbooks: A nemzeti jévedelem és a lakosség életkériil- 
ményei a hdroméves terv idészakdban ; Vestnik statistiki, No. 11, 1962, р. 88. 


The volume of work in progress (like that of uncom- 
pleted construction) tends to vary with the length of the 
productive cycle and to expand more than proportionately 
in a period of accelerating growth of output (or an 
investment агуе).35 The factors behind the accumulation 
of industrial finished goods are rather similar to those 
influencing commercial stocks; in fact, a large part of this 
category consists of consumer goods destined for trade. 


The current discussion in eastern Europe of the problem 
of excessive growth of industrial stocks is usually con- 
centrated on the first, and largest, category — materials. 
The excessive accumulation of such stocks has often 
accompanied national shortages of some of the com- 
modities in question, and can be attributed to two main 
causes. At the level of the enterprise there is still a ten- 
dency to hoard some materials, in anticipation of future 
supply difficulties, or as a security measure in case a 


4 This by itself should not be considered as damaging, since there 
has been a universal tendency for stock plans to be set too low. 
In part this has been due to the non-participation of enterprises in 
the preparation of these plans — in turn a consequence of the lack 
of trust of the superior organs in the validity of demands submitted 
by enterprises in conditions of shortages of many raw and other 
materials (see,‘for instance, I. Usatov in Dengi i kredit, No. 4, 1961, 
p. 30). 

55 See section 5 below for a discussion of the connexion between 
the volume of “work in progress” and the use of the index of 
“ produced ” rather than that of “ commodity ” output. 


case of emergency. As the system of material allocation 
becomes more complicated with increasing industrializa- 
tion of the economy, the macro-economic causes of 
excessive stock accumulation tend to become increasingly 
important. 


In Czechoslovakia, industrial stocks rose between 1956 
and 1960 somewhat less fast than global industrial output 
— by about 7 per cent a year against 10-11 per cent (see 
Chart 2). In 1961, however, the rate of expansion of stocks 
equalled, and in 1962 exceeded, that of output. In 1961 
stocks were said to have reached the level planned for the 
following уеаг,?8 and in 1962 the situation deteriorated 
still further. According to President Novotny, “ Stocks 
of materials are constantly growing far beyond a bearable 
size and have become a major cause of our difficulties. 
Material stocks in the national economy increased (in 
1962) by 3.9 billion Kés, while at the same time some 
enterprises are short of materials lying unused in other 
enterprises. . . .” He particularly blamed the metallur- 
gical industries for producing a wrong assortment of 
goods, thus contributing to the piling up of unwanted 
materials, and continued: “ Finally, owing to plan changes 
and disturbances in the allocation of materials, enterprises 
order and purchase materials regardless of their needs, 
build up stocks and even count in advance on bartering 
them with other enterprises.” Stock increases were con- 
centrated in heavy industry even during 1958 to 1960; 
and in 1961 as much as nine-tenths of the total increase in 
industrial stocks occurred in the enterprises reporting to 
the Ministries of Metallurgy and. Engineering.’ Special 
surveys were carried out in the course of 1961 to find out 
how far stockpiles were usable, and another inventory 
was planned for October 1962 as a preliminary to 
redistributing excessive stocks to alternative uses. 


In eastern Germany, stocks in centrally planned 
industry rose by 44 per cent between mid-1959 and mid- 
1961, and at the latter date above-norm stock-piling 
amounted to 13 per cent of the total.1° According to a 


96 For this purpose, the enterprise tends to overstate its material 
requirements or to give a false picture of its stock level (see Zycie 
gospodarcze, No. 3, 1963, pp. 1 and 4). 

87 It has also been charged that changes in assortment plans are 
often decided without consultation with the enterprise in question, 
so that the possibility of fully utilizing the existing reserves is 
missed (ibid.). 

98 Hospoddarské noviny, 14 September, 1962, р. 7. The 1961 Plan 
foresaw the average rotation of industrial stocks at 82 days — in 
fact it amounted to 87 days (Finante si credit, No. 1, 1962, p. 72). 
In that year the whole of the increase represented basic materials, 
the rotation of which increased from 96 days in 1960 to 99 days in 
1961. 

89 Opening speech to the Twelfth Party Congress, Rudé Pravo, 
5 December 1962. 


100 Hospodarské noviny, loc. cit. 
101 Nie Material-Wirtschaft, No. 4, 1962, р. 6. 


2 CHART 2 | ЕН 
Comparison of the rates of growth of national income, industrial production and stocks in Czechoslovakia 
Preceding year = 100 
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1958 


1956 1957 


ees oes Industrial production 
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Source : Planované hospoddfstvi, No. 9-10, 1962, р. 35. 


survey undertaken in September 1961, the unplanned 
stocks of raw materials, semi-finished and finished goods 
in the whole of state industry reached DM 1.6 billion. 
Total industrial stocks rose between September 1960 and 
September 1961 by 16 per cent, against an increase in 
production of only 6.5 per cent.! It appears that, as in 
Czechoslovakia, the bulk of the stock increases was con- 
centrated in the metal-using industries, which hold about 
half of all industrial stocks. Evidently the situation 
deteriorated further in 1962, when above-plan stocks in 
the state economy were stated to amount to DM 3 billion 
(ог 15 per cent of the total); 163 and instructions for the 
preparation of the 1963 Plan require enterprises to report 
in more detail on their excess stocks and the possibility of 
utilizing them. 

In Hungary, industrial stocks were considered too low 
in the early fifties, and their expansion — particularly 
noticeable during 1955 to 1958, when they increased by 
32 per cent (in current prices) against a 17 per cent 
increase in industrial output — was on the whole wel- 
comed,!* though there was some uneasiness about 
the increasing share of finished goods in the total. But a 
special survey of the stock situation, undertaken in 1958, 
revealed a number of shortcomings: the volume of 


102 Tbid., No 1, 1962, р. 1. 
108 Die Wirtschaft, 26 September 1962, p. 8. 
104 А nemzeti jovedelem és a lakossdg jévedelme, 1958-ban, р. 23. 


1961 


Industrial stocks 


eo eas National income 


unnecessary input stocks was shown to be 214 times 
greater than that declared as such by the enterprises 
themselves, and amounted to 2.6 billion forints, or more 
than 10 per cent of all industrial stocks.1% Secondly, for 
most basic materials the bulk of stocks was kept with the 
users rather than centrally.1°° Among the reasons for 
unnecessary stockpiling are mentioned: frequent changes 
in plans, discontinuation of investment, and the existence 
of left-over hoardings from before 1955. Duplication of 
supplies is known to have occurred also, when delays 
in planned deliveries of materials forced the enterprise to 


105 There seems to be a built-in tendency for enterprises to conceal 
their unsaleable stocks, since the carrying of stocks is relatively 
cheap, whereas the cut-price disposal of stocks is entered as a loss 
in enterprise accounts. 

The following figures were quoted in the report on the survey 
(Statisztikai szemle, No. 10, 1959, pp. 982-983): 


Unnecessary stocks kept by users 


Percentage 
of total 
Bolts. and screws =the Sean AS В oe 
Steel tubes.c5 Sia; .. tak py: aust sce 42.2 
Rubber conveyor belts ........ 45.8 
Cast-iron strocturess= о... 63.5 


198 For example 71 per cent of rolled steel, 57 per cent of cement, 
63 per cent of rubber, 66 per cent of sawn wood. “ The after-effect 
of the supply difficulties experienced prior to 1957 is that even 
today many enterprises are not willing to limit their stocks to the 
amount absolutely necessary for continuous production. They 
are afraid that the improvement in supplies is only temporary and 
that there may again be difficulties in the future... .” (Ibid.) 
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rose by 23.4 


vel, . 
cent.20? | 
According to a Polish study, industrial stocks increased 
during the years 1956 to 1960 in Poland at a rate nearly 
20 per cent above that of the growth of industrial output. 
The result was a considerable over-fulfilment of plans, 
which envisaged a 39 per cent rise in industrial stocks 
_ against the actual 51 per cent increase; but this margin 
was not considered harmful and it contrasted with trends 
in commercial stocks, which went up by 71 per cent 
against only 36 per cent planned (all figures in 1956 


г prices).1°° Except in 1959, stocks of finished goods rose 
_ during the Five-year Plan period much faster than those 
; of materials or work in progress: 
2 Annual percentage increases based on values in 1956 prices 
; All stocks Materials eee иены 
1956 тя Е 12 11.5 
1957 10.0 11.0 1.8 16.2 
1958 12 4.8 13.4 20.8 
E959. ia at 9.7 —19.3 
1960". SF 10,5 9.2 5.9 19.4 


Source : Porwit, op. cit. 


The figures below indicate that the incidence of the 
three categories of industrial stocks has hardly changed 
in Poland from 1956 to 1960 for industry as a whole 
but a marked difference can be seen between the producer- 
goods (Group A) and non-food consumer-goods 
(Group B) branches. The efficiency of utilization of 
materials (measured by the first two lines of figures 
below) seems to have improved greatly in the former 
group but deteriorated in the latter; similarly, the ratios 
of the stocks of finished goods and of work in progress 
to the cost of production moved favourably in Group A 
in contrast to Group B: 


Percentage ratios based on values in current prices 


Total Group B 
etary ея Non-food Food 

Stock of materials to materials 

used 

BEY SR ee ee eens ees 74.3 119.4 55.2 32.9 

Е т eicarie Зи, ео д 73.4 97.2 67.4 31.7 
Stock of finished goods to cost 

of production 

DISD ath deen remy Bia covers 18.3 14.1 13.0 325 

TOGO Е Е 17.2 9.8 17.5 afi) 
Work in progress to cost of 

production 

19560, Soe eee 19.1 23.6 19.1 8.8 

ОО Е Е о 19.6 21.9 20.7 12.1 


107 Térsadalmi szemle, No. 2, 1963, р. 38. 

108 A joint study by the State Planning Commission, Central 
Statistical Office, Ministry of Internal Trade and the National 
Bank of Poland, summarized by K. Porwit in Gospodarka planowa, 
No. 5, 1962. 


ces). In 1961, 


30 per cent of surplus stocks) was “ production witl 
orders ” and 12 per cent was due to “ faulty output ” 

Since 1960 there has been a marked deterioration of the _ 
stock situation in Poland. Even if the food-processing 
industry (where excessive stock accumulation was d 
to above-plan increases in agricultural output) is excluded, — 
stocks rose faster than industrial output in 1961 (12.8 per — 
cent against 11.2 per cent),! and the gap widened during 
the first eight months of 1962 (the corresponding figures 
were 13.4 per cent and 8.9 per cent) 110 despite the fact 
that the annual plan envisaged a decline in industrial 
stocks. By October 1962, stocks of industrial materials 
were 17 per cent, and work in progress 24 per cent, higher 
than 12 months earlier; but stocks of finished products 
had declined by 7 per cent — chiefly, it seems, in the 
food-processing industry.1! Introducing the 1963 Plan, 
the Chairman of the Planning Commission said: “The 
increase in stocks exceeds, often greatly, the rate of 
expansion of industrial output. There is no objective 
justification for this. Particularly in 1963, when a reduction 
in the growth rate of output is planned, we cannot allow 
excessive stock accumulation.” 112 


In Rumania global industrial output rose by 68 per cent 
between 1955 and 1960, and industrial stocks by 45 per 
cent. In 1961 output again increased considerably faster 
than stocks (15.7 per cent against 6.5 per cent); but the 
situation was nevertheless considered sufficiently serious 
to justify the launching of a campaign for identifying and 
redistributing above-norm industrial stocks.43 

From 1950 to 1958 industrial stocks in the Soviet Union 
rose about half as fast as global industrial output, but 
this gap then narrowed and in 1961 stocks increased 
somewhat faster than output: 


Average annual percentage increases 


1950-1958 1959 1960 1961 
Global output of industry IZA Tele 9.7 9.2 
Industrialstocks Яр. 6.6 5.3 5.69. 
of which : 
Мана аа 8.1 4.2 5.3 8.1 
Work in progress. ..... 5.8 8.2 6.2 14.8 
Finished products ..... 4.7 4.8 5.1 9.5 


Sources : Statistical yearbooks; Vestnik statistiki, No. 11, 1962, p. 83. 
@ At current prices. 


Between 1950 and 1958 stocks of materials were growing 
faster than any other category of stocks, but in more 


109 The stock of materials, valued in current prices, rose by 19 per 
cent, of finished goods by 8 per cent, and of work in progress by 10 
per cent. 

110 Zycie gospodarcze, No. 45, 1962. 

111 Thid., Мо. 3, 1963. 

112 Trybuna Ludu, 30 November 1962. 

118 Finante si credit, No. 4 and No. 7, 1962. 
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recent years work in progress has become a more im- 
portant element in total stock accumulation. 

According to one ‘estimate, industrial stocks were 
6-8 per cent above norm-level in 1951-1952, but only 
2-3 per cent above in 1953-1954. However, the situation 
deteriorated in the following years, and many enterprises 
were reproached for holding excessive stocks at times 


when others had insufficient reserves of the same goods: © 


the value of above-norm stocks in July 1960 was 1.8 billion 
roubles and that of unfulfilled norms amounted to 
0.5 billion roubles. Such deviations from plans are due 
largely — according to the same author 114 — to short- 
comings in the functioning of the enterprise. Enterprises 
often over-state their requirements of materials and 
accumulate redundant reserves; above-plan stocks of 
semi-finished and finished goods reflect an unsatisfactory 
rhythm of production; many enterprises fail to calculate 
the length of the productive cycle, although this indicator 
is a basis for determining plans for “ work in progress ”. 


Stocks in Trade 


The need for trade stocks of consumers’ goods naturally 
varies greatly from one commodity to another. Stocks 
of foodstuffs are likely to be low in relation to sales, 
partly because many of them are perishable: the “ rota- 
tion ” of durable goods which do not change greatly with 
season or fashion may be very slow.™5 The density of the 
population in relation to the retail network (in which the 
size of the country and the degree of urbanization are 
major factors) 16 is also clearly correlated with desirable 
levels of stocks; other things being equal, a slower 
rotation of stocks might be expected in the Soviet Union 
than, say, in Czechoslovakia. But it is almost as difficult 
to interpret intra-country time-trends as inter-country 
differences. An increase in stocks, in relation to the volume 
of sales, does not necessarily imply excessive stock- 
building. For most commodities rotation of stocks in the 
Soviet Union was slower in the fifties than before the 
war,!!” but this was largely, though perhaps not ex- 
clusively, a consequence of improved supplies; and for 
certain commodities in some countries the increase in the 
stock-to-turnover ratio during the fifties had the same 
cause. However, it may not be unreasonable to conclude 
that an increase in the stock-to-turnover ratio coinciding 
with a rapid rise in the volume of sales probably reflects 
mainly the improvement of supplies, whereas — at the 
other extreme — an increase in the ratio accompanied by 
stagnation or a decline in sales is probably a symptom 
of supply-demand disequilibrium. The latter conclusion 


114 1. Usatov, op. cit., р. 29. 


is In eastern European countries the universally employed 
indicator of stock levels in trade is the ratio of the value of stocks 
(at the end of the year or quarter) to the average daily turnover 
(during the corresponding year or quarter); this coefficient is 
referred to as “ rotation of stocks in days ”, and roughly indicates 
for how many days the trade network is assured of supplies. 


156 For instance, the overall rotation rate in the Soviet Union is 
82 days in towns and 115 days in the countryside (Ekonomicheskaya 
gazeta, No. 40, 1962, p. 12). 

a For non-food commodities the rotation rate was equivalent to 
53 days in 1940, against 120 in 1956; for textile fabrics the corre- 


sponding figures were 16 and 112; for ready-made clothing 21 and 
90; for bicycles and motor-cycles 58 and 271. 
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is even more likely to be valid if trade stagnates although 
incomes are rising. ° cite 

In the Survey for 1958 (Chapter IV, section 3) the 
fear was expressed that the insufficient attention given in 
the planned economies to the analysis of demand functions 
for consumers’ goods, combined with rather inflexible 
retail pricing practices and the slow adaptation of the 
composition and quality of production of such goods, 
might produce increasingly serious disequilibria in the 
consumers’ markets. The information reviewed below 
suggests that, in some countries at least, such problems 
of “conspicuous production” of some goods and 
scarcities of others are now causing anxiety. 


Retail Inventories in the Soviet Union 


Between 1957 and 1961, sales of consumers’ goods other 
than foods increased in the Soviet Union by some 26 per 
cent, while the value of stocks of these goods rose by 
nearly 70 per cent. This trend continued in 1962; and 
between 1 January and 1 July above-norm stocks (of all 
commodities) increased from 2 billion to 2.8 billion 
том ез.118 Since 1957, annual sales of textile materials 
have remained virtually unchanged (although there was 
a decline of nearly 9 per cent in 1961) whereas stocks 
have increased by about 55 per cent (see Table 17). The 
rotation time of cotton and woollen fabrics more than 
doubled between 1958 and 1961 (see Table 18); a decline 
in sales of cotton fabrics had started some years before, 
and between 1955 and 1958 it was accompanied by 
de-stocking, but this trend was reversed in 1958. Sales 
of linen fabrics were virtually stationary between 1959 
and 1961, but stocks expanded by about 70 per cent 
between the end of 1958 and 1961. To some extent the 
halt to the expansion of sales of fabrics (in the Soviet 
Union as well as in other countries of eastern Europe) 
was due to the increasing popularity — and output — 
of ready-made clothing, sales of which rose quite rapidly 
during the second half of the decade, though not in 1961; 
but stocks of clothing soared between 1958 and 1961 — by 
25 per cent a year — indicating some redundancies in this 
field also. Similar difficulties seem to have been experienced 
with watches and sewing machines: sales of the former have 
been declining for a number of years and sales of the latter 
first slackened and then declined in 1961 and 1962.11 
The expansion of stocks of furniture, too, is said to be not 
entirely a blessing.12° 


The levels of stocks of the goods mentioned and many 
others “ are not justified by the real needs and demands 
of trade. They are consequent not only upon inadequate 
setting of norms, but also upon shortcomings in distribu- 
tion and trade. But the main cause of the occurrence of 


18S. Partigul (chief of Trade Statistics Department in the Central 
Statistical Administration), Ekonomicheskaya gazeta, No. 46, 1962, 
p. 33. According to this source, norms have been raised twice during 
the last three years. 


Bh This trend is in some contrast with the demand expectation 
embodied in the Twenty-year Plan (see the Survey for 1961, 
Part 1, Chapter II, p. 57). 


1 Criticizing the furniture industry, the Deputy Minister of Trade 
of the RSFSR wrote: “ A strange picture is obtained. Shops are 
full of merchandise, but the customers cannot find what they want.” 
(Ekonomicheskaya gazeta, No. 35, 1962, p. 11.) 


-above-norm stocks and of the slowing down of rotation 
_18 that the assortment and quality of goods produced by 


_ industry do not always correspond to the requirements of 
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the population.” 121 This long list of malaises involves 
many aspects of the organization and functioning of the 


_ economic system, and it is not surprising that the remedies 
sought cover a large field. 


First, it has been observed that the share of stocks 
held by wholesale organizations has declined from 44 per 
cent before the war to 23 per cent at the beginning of 
1962.122 Mobility of goods would be greatly improved if 
this trend were reversed, but problems of transport and 
storage space would first have to be overcome. A re- 
centralization of stockholding could also help to diminish 
excessive inequalities in the geographical distribution of 
stocks.8 It appears also that specialization of shops 
increases the speed of turnover of goods. In the fourth 


_. quarter of 1961 the average rotation of stocks in non- 


food shops, classified by value of turnover, was signifi- 
cantly faster in each size group than was the rotation in 
non-specialized shops.!#* The piling up of stocks of a 
seasonal character could be, and is being, gradually 
eased by the introduction of seasonal clearance sales on a 
larger scale than hitherto,!° and by the selective develop- 
ment of deferred-payments schemes (in 1962 the existing 
scheme was extended to all members of consumers’ co- 
operatives, thus permitting collective farmers to buy on 


_hire-purchase on the same terms as wage-earners). 


However, the collection of turnover tax at the industry or 
wholesale stage limits the feasibility of retail price-cuts. 
It has been suggested that it is illogical to levy an indirect 
tax on goods which may not be sold and that turnover 
tax should be replaced by a sales tax collected from 
retailers: this, it is claimed, would stimulate the adapta- 
tion of industrial output to the requirements of the 
consumer.!26 A counter suggestion is that losses resulting 


121 У. Tiukov (a board member of the USSR Gosekonomsovet), 
Ekonomicheskaya gazeta, No. 40, 1962, p. 12. 


122 Оп 1 January 1962 only 17-30 per cent of stocks of textile 
fabrics and 12-15 per cent of stocks of ready-made clothing and 
shoes were centrally held. 

123 Tn 1961-1962 rotation of stocks of ready-made clothing varied 
from 61 days in Latvia to 157 days in Kazakhstan; that of china 
from 90 days in Estonia to 228 days in Byelorussia; that of sports 
equipment from 132 days in Azerbaidjan to 409 days in Kirghizia 
(Sovetskaya torgovlya, No. 5, 1962; Ekonomicheskaya gazeta, 
No. 40, 1962). 

124 For detailed figures see Vestnik statistiki, No. 12, 1962, p. 84 
(results of a special survey undertaken by the Central Statistical 
Administration of the USSR). 

125 Оп 1 July 1961, for instance, of all ready-made coats in retail 
shops 22-35 per cent were winter coats, about 50 per cent demi-saison 
ones, and less than 30 per cent summer coats. On 1 January 1962 
only one-third of all coats were winter coats. “ Clearance sales of 
out-dated fashions and models ought to become a normal practice 
of trading enterprises and organizations.” Two years ago a special 
fund was established to absorb losses on this account, but apparently 
not enough initiative is left to shops and the system is too cen- 
tralized. For September-October 1962 big sales of clothing and 
shoes were planned, and it has now been decided to hold such sales 
drives twice a year — at the beginning of the spring and autumn 
seasons (Ekonomicheskaya gazeta, No. 46, 1962). 

126 See Partigul, op. cit. For some goods, including textiles and 
shoes, the turnover tax is now paid by wholesale organizations at 
the time when the merchandise is sent to retail enterprises. Since 
turnover tax is the main source of revenue of Union republics, 
wholesale organizations are under pressure to push the goods 


from sales at reduced prices should be charged to “ guilty ” 


enterprises, thus increasing the responsibility of industry 
for quality and assortment of output.!2” This seems the 
more necessary since the rights granted to trade organi- 
zations, by a decree of 8 August 1960, to refuse delivery 
of goods not ordered are not fully exercised.128 A more 
liberal attitude towards seasonal price-cuts could become 
one aspect of a more elastic price policy for consumers’ 
goods, better attuned to the forces of demand and supply: 
it has been suggested, for instance, that novel and fashion- 
able goods ought to bear high prices so long as they 
are зсагсе.129 


The appearance of excessive stocks by no means 
signifies that demand for all qualities of the commodity 
in question has been satisfied; and supplies of low- 
quality goods frequently accompany shortages of the 
better qualities.1°° In the textiles and clothing industries, 
patterns and styles are said to change too slowly.!# 
Although the variety of goods offered to consumers has 
widened greatly during the last few years, more precise 
knowledge of consumers’ tastes and preferences, and a 
faster translation of such knowledge into revised output 
plans for industry, are required to remedy these troubles. 
First, greater efforts seem to be needed to establish 
demand functions with regard to both price and income 
for specific commodities, although some progress has 
been made in this field lately. Studies on demand elastici- 
ties have арреаге4,13? and at least one trade research 
institute has been set up (in the Ukrainian SSR) to study 


on to the retailer, irrespective of the demand situation (Voprosy 
ekonomiki, No. 10, 1962, p. 19). 


127 Tiukov, op. cit.; see also the editorial in Pravda, 7 February 
1963. 


128 The bargaining power of industry and wholesale organizations 
(who can manipulate supplies of easily marketable and otherwise 
desirable goods) vis-a-vis retail trade, seems to be a decisive factor. 
The result is that, for instance, the textiles industry “ systematically 
fails to fulfil orders of trading organizations ” for specific types of 
textiles and keeps delivering those, the output of which is convenient 
to their enterprises (editorial in Sovetskaya torgovlya, No. 10, 1962). 


129 Fkonomicheskaya gazeta, No. 36, 1962, р. 12. This would also 
encourage industrial enterprises to launch new products: at present 
they have no such incentive (M. Bespalov, Voprosy ekonomiki, 
No. 10, 1962, p. 18). 


180 According to Mr. Khrushchev, addressing the Twenty-second 
Party Congress, “ There is often no range of choice of goods in the 
shops, whereas warehouses are choked with the so-called ‘ undesir- 
able goods ’. What kind of merchandise is it? This is low-quality 
output, spurned by the customer. Demand for shoes, for instance, 
is not fully satisfied, yet stocks in the trade network now exceed the 
value of one and a half billion roubles.” Poor quality is particularly 
marked for some consumers’ durable goods; for instance, in the 
RSFSR 6 out of 10 television sets sold are returned for repair under 
the six months’ guarantee (Pravda, 27 November 1962, p. 2). The 
same quality survey revealed the following percentages of goods 
found faulty in wholesale organizations during the first nine months 
of 1962: textile fabrics, 39.5 per cent; clothing, 36.6 per cent; 
knitwear, 29.7 per cent; leather shoes, 39.5 per cent; furniture, 39.8 
per cent; electrical household equipment, 48.3 per cent (Ekonomi- 
cheskaya gazeia, No. 47, 1962, p. 25). 


131 For instance, only 6.6 per cent of the assortment of cotton 
fabrics was replaced by new designs and qualities in 1960 and 3.5 per 
cent in 1961; the required minimum has been estimated at one-fifth 
annually (V. Tiukoy, op. cit.). For clothing, the full re-styling period 
ought to be 2-3 years, whereas the present rate is the equivalent of 
5-6 years (М. Bespalov, op. cit.). 

182 See, for instance, P. Maslov, Vestnik statistiki, No. 10, 1961; 
and Sovetskaya torgovlya, No. 11, 1962. 
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Knitwear and hosiery. ........ R 12.4 23.2 10.0 10.1 9.8 4.1 
- ST 28.5 0.9 —4.2 7.3 10.9 8.5 
SR 19.8 —0.9 —1.5 6.8 8.8 9.1 
eather ОО so eee ee R 13.8 19.9 10.8 8.4 10.4 10.2 
я ST 7.6 —2.1 36.4 47.3 39.5 18.1 
г SR 7.4 2.9 38.6 51.9 34.9 19.5 
4 не Вы Е В РЕ: 177 9.6 
Е SR —8.2 —21.8 36.1 36.1 14.2 38.8 
р MPR ee MS ie 2 Sp НА R Е 30.4 —5.9 4.4 —1.6  —101 
$ SR pe =e ae —0.4 13.4 24.8 
3 Sewing machines. .......... R Е 23.2 247% -. 10.4 ЕЕ 
q SR 3 = nf 47.6 9.7 88.2 
ИЕ see ee ae R 6.8 8.5 2.3 52 —0.3 —0.6 
SR 10.7 —13.0 2,2 11.7 —1.7 —1.7 
Radio апа television ......... К 19.7 22.5 20.8 16.6 19.6 10.0 
SR 33.7 16.2 24.8 —6.8 —2.0 8.2 
Bicycles and motor-cycles....... R 8.8 235 6.0 22.5 8.9 2 
SR 41.8 —2.3 41.3 —11.2 —25.9 111 

Sources : Statistical yearbooks; Statisztikai szemle, Мо. 10, 1962; Sovetskaya @ Changes in average annual stocks rather than from end-year to end-year. 

torgovlya, 1956. > Including public catering. 


Norte. — For Bulgaria, stocks are in current prices and sales in 1957 prices; 
for Hungary and Poland all data based on current prices. Polish data on sales refer 
to socialized retail trade in towns. 


the problem. The latter convened a conference in May 
1961 which recommended the setting up of a network of 
experimental shops in Union Republics to study statistics 


of sales and stocks of various goods according to size, 


colour and other characteristics; large-scale sample 
investigations of sales and stocks by assortment groups; 
organization of studies of consumer demand for specific 
goods in specialized shops, in department stores, and 
also in wholesale warehouses, utilizing for this purpose 
data on mobility of goods and on the fulfilment of 
orders; and the participation of the sovnarkhozy in studies 
of demand through the organization of exhibitions and 
pairs; 39 


Trade Stocks in Eastern Europe 


The causes of the excessive accumulation of some 
trade stocks in eastern European countries are on the 
whole similar to those present in the Soviet Union: poor 
knowledge of the pattern of consumers’ demand, frequent 
shortcomings in the quality and assortment of goods, 
inability of industry to adapt itself quickly enough to 
changes in consumers’ preferences. Naturally, in most 
eastern European countries the problems of geographical 
distribution of goods are easier to surmount: on the other 
hand, additional strains arise in such countries as Czecho- 
slovakia, eastern Germany and Hungary, where an 
important part of consumer-goods output is exported 
and the need for flexibility of production is thus accentu- 
ated. 


In Poland, the volume of trade stocks increased by 
71 per cent between 1955 and 1960, against 36 per cent 
planned. This rise was clearly a reflection of greatly 
improved supplies of consumers’ goods, and many 
economists consider the plan targets for stocks to have 
been too low. Nevertheless, by mid-1960 the value of 
unwanted goods held in wholesale and retail trade was 
estimated at 5 billion zlotys, or 8 per cent of all trade 
stocks; 61 per cent of them were textiles and clothing 
and 16 per cent were shoes. Within wholesalers’ stocks of 
textiles and clothing, nearly one-third was considered 
difficult to market, and for shoes and radios the share 
exceeded one-fifth.1%* The data in Table 17 (available 
only for socialized urban retail trade) 135 also indicate a 
rapid formation of such stocks, and of stocks of house- 
hold goods and furniture, during 1958 to 1960. 

In 1961 the Polish stock situation changed little; but 
in 1962 it worsened again. During the first six months 
the increment of all commodity stocks was 60 per cent 
larger than in the same months of 1961, and the bulk of 
this increase was concentrated on commercial stocks. 
The rise 1s partly explained by over-fulfilment of output 


188 Sovetskaya torgovlya, No. 5, 1962, p. 36. M. Bespalov argued 
in favour of an all-Union market research institute and regional 
councils under the Union-Republican Ministries of Trade (op. cit., 
p. 22). See also Sh. Afrutkin in Voprosy ekonomiki, No. 12, 1962. 
The papers submitted to the 1961 Kiev Conference have been 
oe in Opredelenye Potrebnosti Naselenya v Tovarakh, Kiev, 

184 Porwit, op. cit. 


zoo Tn Poland, the routine statistical series of commodity sales in 
fact covers deliveries to the retail trade network rather than sales to 
the consumer. 


plans while incomes were kept within the plan targets; о 
but defective assortment and quality of goods must also 
have played an important role, particularly in bringing» 
about a decline in sales of 1ехШез.136 It has been stated 
that “the conviction of stability and a continuous im- 
provement of supplies sharpens the consumer’s criteria of 
choice ”.137 One of the slogans for consumer-goods 
industries in 1963 is “the fight against the plague of 
production for warehouses ”; 138 and the 1963 Plan 
foresees a reduction in the output of radios, bicycles, 
washing machines and sewing machines “ because 
demand for these products is lower than the present level 
of output ”.159 

Stock accumulation in the Hungarian trade network 
increased further in 1961, and this was entirely due to a 
sharp slowing down of stock rotation for manufactured 
products (see Table 18). Nearly one-half of all trade 
stocks in Hungary are of textiles and clothing; and it can 
be seen from Table 17 that sales declined in 1961 by 
nearly 7 per cent (a further fall has occurred in 1962), 
whereas stocks rose by 7 per cent (in 1960 both sales and 
stocks rose, but the latter by a greater margin). The 
declines in sales during 1961 and 1962 affected both 
fabrics and ready-made clothing, but the data in Table 19 
indicate that, at least for some articles of clothing, stock- 
piling was averted by reducing output (particularly in 
1962) and/or increasing ехрог($.140 


The share of exports in Hungarian output of ready- 
made clothing and shoes is so important that adequate 
forecasts for the domestic market could not in themselves 
suffice to prevent market stock fluctuations. But the 
trend~of home-market sales in 1961 and 1962 seems to 
challenge the expectations of domestic demand embodied 
in the current long-term plan. Calculations of the income- 
elasticity of demand for textiles and clothing (based both 
on family budgets and on aggregate sales over time) 
indicated a value practically equal to unity,!*1 which 
would imply an increase in retail sales of some 32-33 per 
cent between 1958 and 1965. Moreover, it was considered 
that the collectivization of agriculture would accelerate 
the expansion of sales, and an increase by some 50 per 
cent was in fact scheduled. Within this increase, it was 
assumed that sales of textile fabrics would rise very little, 
from about 3.7 billion forints a year in 1958-1959 to 
slightly less than 4 billion in 1965, whereas those of 


186 Between 1956 and 1960, supplies of cotton and wool fabrics 
to the trade network fell slightly; and urban sales declined in 1960 
and 1961 (see Table 19). 


137 Wiadomoci Narodowego Banku Polskiego, Мо. 9, 1962, 
pp. 410-403. 


138 Е. Szyr, Deputy Chairman of the Council of Ministers, in 
Trybuna Ludu, 27 December 1962. See also the comment on the 
fulfilment of output plans for the first half of 1962 reproduced in 
the Economic Bulletin for Europe, Vol. 14, No. 2, p. 6, footnote 20. 

139 Trybuna Ludu, 30 November 1962. 


Е An estimate has been made of the desirable level of stocks of 
textiles and clothing for the years 1955 to 1960, based on the 
assumption that a unit increase in sales necessitates a 0.37 unit 
expansion of stocks. The results show that surplus stocks amounted 
to about 23 per cent in 1958, but that their incidence declined to 
about 10-15 per cent in 1959 and 1960 (Statisztikai szemle, No. 10, 
1962). The same coefficient, applied to 1961 data, increases the 
surplus to about 25 per cent. 


41 Kézgazdasdgi szemle, Мо. 1, 1960. 
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Sources : Statistical yearbooks; Statisztikai szemle, No. 10, 1962. 
@ Excluding metal beds. 
Ъ Based on average annual stocks. 
с Including footwear. 


@ Socialized urban retail trade only. 


е The figure “ 102” printed in the 1962 Statistical Yearbook for Poland, p. 207, 


seems to be a misprint. 
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‘ready-made clothing would rise from about 414 billion 
_to 7¥, billion forints. The 1961 and 1962 reverses may 
upset these targets (particularly since the effects of 


collectivization have already been reflected in the 1959- 


1960 expansion of sales) unless counterbalanced by a 


drastic change in incomes policy. 
Stocks of “other manufactures” (those other than 
textiles and clothing) in Hungary rose by nearly 10 per 


cent in 1960, almost in parallel with the expansion of 
_ Sales in that year, but by only 2 per cent in 1961, when the 
_ expansion in the value of turnover decelerated. Sales of 
some consumers’ durable goods, such as radios and 


bicycles, declined both in 1961 and 1962, but their output 
also stagnated; exports of bicycles went up sharply 
during the two years, but this did not apply to radios in 


_ 1962 and some unplanned stock accumulation must have 


taken place. 


However, adjustments in foreign trade and production 
seem, on the whole, to have made it possible to avoid 
any significant accumulation of stocks of durable con- 
sumers’ goods. Moreover, hire-purchase facilities were 
deliberately varied to encourage sales of surplus goods, 
to a greater extent than in other countries. According to 
a recent analysis, the introduction of such facilities 
resulted in a rapid and considerable increase of demand, 
making it possible to dispose quickly of accumulated 
stocks of durable goods.1*2 

Bulgaria and Rumania are probably further from a 
saturation of demand for necessities than other countries 
of the area (except Albania) and, therefore, are not yet 
faced with a serious problem of stock accumulation. 
However, in Bulgaria a special plenary meeting of the 
Party Central Committee devoted to trade questions 
(July 1960) acknowledged a growing discrepancy be- 
tween production and consumer-demand patterns, and 
resolved, inter alia, that industry should not produce any 
consumers’ goods without explicit orders from trade 
organizations, that the Ministry of Trade has the right to 
refuse deliveries of unwanted goods from industry, and 
that production targets for consumers’ goods should be 
formulated by the State Planning Commission in a 
greater detail of assortment than hitherto.* Never- 
theless, at least for textiles and clothing; developments in 
1960 were similar to those in other countries: there was a 
marked deceleration in the growth of sales of fabrics, of 
ready-made clothing and of some other goods, in most 
cases accompanied by a much more rapid increase in 
stocks (see Tables 17 and 18). In Rumania, sales of 
ready-made clothing increased by 13 per cent between 
1958 and 1960, while stocks went up by 38 per cent.*# 


Unfortunately, in Czechoslovakia and eastern Germany 
—the two most industrialized countries of eastern 
Europe, where exports of consumers’ goods are very 
important — data on trade stocks are not published 
regularly. Some indications of stock formation emerge, 


142 Between 1958 and 1960, 70 per cent of motor-cycles, 50 per 
cent of washing machines, television sets and sewing machines and 
45 per cent of radios were bought on instalment plans (Statisztikai 
szemle, No. 5, 1961). 

148 Rabotnichesko delo, 26 and 30 July 1960. 

144 Reyista de statistica, No. 3, 1962. 


_ however, from comparisons of trends in output, exports 


and home-market sales (see Table 19). In Czechoslovakia, 
a marked decline of home-market sales of cotton and ' 
woollen fabrics occurred in 1961 and continued into 
1962; and sales of linen textiles have been declining for a 
number of years, offset until 1962 by increasing ехрогйз.145 
Output of ready-made clothing expanded very fast (by 
about one-third) in 1960 and 1961, but home sales rose © 
very little in 1961 and declined in 1962 (no data on 
exports are available). During the last two years sales of 
washing machines, television sets, bicycles and motor- 
cycles also declined or remained stagnant. With some 
exceptions, output of these goods was increasing fast, and 
it is most unlikely that the whole surplus was absorbed 
by exports. Final judgment must be withheld, however, 
until export figures are known. 


Official statements on trade stocks in Czechoslovakia 
stress the unevenness of their incidence, both as between 
commodities and geographically. Thus, on 1 January 
1962, total stocks of food and non-food articles were 
stated to be somewhat below the planned level; but among 
54 items of food, stocks of 17 were above the planned 
level, and for industrial goods the corresponding figures 
were 62 and 32. Stocks of ready-made clothing varied 
from 40 per cent below to 229 per cent above the norms, 
and this “ does not testify to an efficiently planned and 
purposeful management of stocks and of the trade 
turnover ”.146 According to the same source, stocks of 
washing machines were 181.2 per cent of the planned 
norm, whereas stocks of refrigerators were only 22.9 per 
cent of the norm. Stocks of textiles and clothing in 1961 
represented 120 days’ supply in Prague, but 178 in South 
Bohemia; those of ready-made clothing 120 days in 
Prague, but 192 in East Slovakia; and those of radios 
61 days in North Moravia and 172 in East Slovakia.1*” 


In eastern Germany, domestic: sales of textile fabrics 
have declined, subject to some exceptions, since 1959. 
In 1960 and 1961, output of synthetic fabrics fell also, 
and the increase in output of natural fibres was partly 
absorbed by exports. The overall picture of stock forma- 
tion is not clear, however, since a large part of textiles’ 
output is subjected to further processing. During the 
discussion of the 1963 Plan the Chairman of the State 
Planning Commission announced the introduction, for 
the textiles and clothing industry (as well as for food 
processing), of obligatory quarterly plan targets which 
will make it easier to adapt production to changes in 
demand in the course of the year.1*® According to the 
First Secretary of the Party, “ now we already have high 
stocks of ready-made clothing, furniture, radio sets, 
bicycles, etc. For these commodities the problem is not 
the quantity of output, but rather quality and specifica- 
tions according with demand ”,149 and the 1963 Plan 
foresees a decline in the output of ready-made clothing 
by 2.3 per cent. 


145 The volume of exports of cotton fabrics is about twice that of 
domestic sales; the proportions are reversed for woollen fabrics. 


146 Hospoddrské noviny, No. 34, 1962, р. 5. 

147 Tbid. 

148 Neyes Deutschland, 30 November 1962, p. 4. 
149 Neves Deutschland, 2 December 1962. 
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‘Source : Zycie Gospodarcze, No. 32, 1962 (reprinted from a study by the Institute of Internal Trade). 


Trade Stocks and Incomes 


It would seem at a first glance that an increase in 
personal money incomes ought to figure among the 
possible remedies for excessive accumulation of stocks of 
consumers’ goods.!®° The more so, since the high ratio 
of the volume of supply of goods to money circulation 
— given the small share of personal expenditure on 
services — makes manipulation of incomes more effective 
for this purpose in the eastern European countries than 
in most of those of western Europe. Indeed, the slowing 
down of the rise of money incomes which has occurred 
since 1960 — particularly in the non-agricultural sector — 
in a number of countries of the area (see section 3), may 
have been one factor in the observed accumulation of 
stocks. 


On the other hand, it is quite clear that an indiscrimi- 
nate increase of money incomes cannot be relied upon to 
absorb whatever surpluses of goods may exist.1*! Income- 
elasticities of demand differ among commodities, and the 
redundant goods are not necessarily those for which 
elasticities are highest. Past experience has shown that 
general increases in money incomes tend quickly to raise 
demand for high-quality food supplies — particularly 
meat — which are frequently in short supply; and the 
art of channelling demand in the directions desired is still 
not highly developed in the planned economies For an 


160 This consideration certainly played an important role in the 
theory, now abandoned, that in planned economies purchasing 
power should always exceed available supplies (see the SuRvEY for 
1958, Chapter IV, p. 28). 


151 Developing this point, Sh. Afrutkin points out (Voprosy 
ekonomiki, No. 12, 1962, p. 74) that in 1961, retail trade turnover 
increased by 2.5 billion roubles, but plans remained largely under- 
fulfilled although personal savings went up by 0.8 billion roubles; 
at the same time, trade stocks increased by 2.1 billion roubles. 
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expansion of incomes alone to be of much help, it would 
have to be concentrated on those income groups with high 
demand elasticities for the surplus goods; but such 
action may be impracticable or undesirable on social or 


а 
: 
| 
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political grounds. It is conceivable that steep rises of — 


already high incomes might clear up some surpluses, but 


the universal policy for a number of years has been to © 


narrow rather than to widen the spread of incomes; and 
the consequent increases of the lowest incomes partly 
explains why demand for the lowest-quality goods has 
fallen. 


Hence the importance, for more effective future 
planning of consumers’ supplies, of studies of income- 
elasticities of demand — such as the survey recently 
carried out by the Polish Institute of Internal Trade 
(see Table 20). Even though some spurious correlations 
are apparent in the table,!*? it does seem to indicate 
—as might be expected — that demand for some con- 
sumers’ durable goods such as sewing machines, bicycles, 
washing machines and radios weakens at higher income 
levels. It would be wrong to infer that output of such goods 
should therefore be reduced in the future; but it does 
follow that, if the distribution of income shifts in favour 
of higher-income groups, some weakening of demand for 
such commodities of the quality and assortment currently 
produced can be expected. But two washing machines may 
represent two entirely different commodities in the eyes 
of the consumer, and the analysis of the market situation 
must Бе уегу detailed if misleading conclusions are to be 
avoided. The accumulated experience of market research 
a the advanced market economies is clearly of relevance 

ere. 


153 Income per head appears to be inversely correlated with the 
average number of persons in the household, and the latter may be 
positively correlated with demand for some of the goods. 


_ А New Round of Debate in the Soviet Union | 

__ Since about 1956 an intense discussion — accompanied 
_ by experiment — has been in progress in most of the 
_ eastern European countries on improving the planning 
_ and management of the economy. Steps have been taken, 
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proceeding from the level reached . . . this creates р 
leged conditions for those enterprises which operate badly = 
and difficult ones for those which genuinely reveal and — 
utilize their potential ”. The central authorities attempt ю = 
inhibit too “low” a plan by setting the upper limit for _ 


_ on the one hand, to rationalize central decision-making 


___and, on the other, to reconcile central planning with some 
_ degree of flexibility in the day-to-day management of 


subordinate units and, more particularly, enterprises. 


_ Discussions on the latter point have been essentially in 
terms of centralization versus decentralization, or of 


administrative methods as opposed to incentives, and this 
is reflected in the limited measures so far introduced. 


_ In the Soviet Union measures have been introduced 
during the last decade to improve the quality of central 
decisions (on means of comparing the efficiency of invest- 
ment, in 1959), to improve the incentives to the rational 
implementation of those decisions (the farm-price reforms 
of 1953-1958, the revaluation of capital and depreciation 
in 1960-1962, the present review of wholesale prices), and 
to transmit decisions more effectively to production units 
(the devolution from ministries to local organs in 1957, 
the abolition df machine-tractor stations as farm con- 


_ trollers in 1958, the establishment of new echelons in 


1962 — of the government centrally and of the Com- 
munist Party regionally). Practically none of the changes 
has called in question the fundamental nature of the 
existing relationship between the central agencies and 
enterprises, and between enterprises as producers and 
consumers. But such a thoroughgoing reappraisal was 
initiated in 1962 by the publication of proposals by 
Dr. E. Liberman, Professor at the Kharkov Engineering 
Economics Institute.1®* 

These proposals are a response to a number of deficien- 
cies of the existing system which, with the rapid develop- 
ment and diversification of the Soviet economy, have 
now become acute. First, at the planning stage, there is 
an inevitable conflict of interests between the central plan 
agency and the enterprise, since the enterprise is judged, 
and managerial premia and contributions to the Enter- 
prise Fund paid, in relation to its degree of over-fulfilment 
of plans. Liberman, like earlier commentators,!* has 
described the attitude of enterprises as “ meeting with 
fixed bayonets ” sovnarkhoz proposals for higher targets, 
although they tend to set their plans “as a rule below 
their actual capability ”. There is hence a tendency for 
plans to be “set on the so-called result basis — that is, 

153 н. Liberman, Voprosy ekonomiki, No. 8, 1962 and Pravda, 
9 September 1962. His first proposals for reform, to make cost of 
production the unique plan target for an enterprise, appeared in 


Kommunist, No. 10, 1956. The problems of pricing involved were 
taken up by numerous others (see ibid., No. 1, 1957, p. 54). 

154 To cite the Deputy Chairman of the Polish Planning Com- 
mission, targets tend to be “ the result of a duel between а great 
number of experts who do not want to disclose reserves, and planners 
who want to prove the existence of such reserves... . Such quarrels 
and discussions become more bureaucratic the higher they go above 
an enterprise. The faulty system of incentives generates economic, 
political and social effects contradictory to the general interests of 
society” (Е. Szyr, Nowe elementy w planowaniu i zarzadzaniu, 
Warsaw, 1958, p. 31). 


premia at a relatively modest over-fulfilment of targets; — 
but this practice also eliminates “ material incentives for 
major over-fulfilment of production targets —e.g. for 
lowering costs by more than 3 per cent beyond that 
planned ”.155 

Secondly, at the stage of implementation of the plans, 
there is a tendency for each enterprise to concentrate on 
meeting the plan target or targets most relevant for 
determining managerial and other premia: since all the 
existing indicators have necessarily a partial character, 
the results may be on balance contrary to the interests of 
the economy. In an attempt to influence each major 
element in an enterprise’s operation a large number of 
plan indicators, in conformity with the macro-economic 
plan, are established.1°* At the enterprise level, these tend 
to be inconsistent, in two different respects: first, the indi- | 
cators may be internally consistent, but their simultaneous 
fulfilment can be achieved only through economically 
harmful practices (such as clinging to outmoded models 
or the use of unnecessarily expensive raw materials); 
secondly, they may be mutually inconsistent and offer 
little, if any, incentive for the enterprise to choose that 
variant, among the many possibilities of partial plan 
fulfilment, which accords best with the needs of the eco- 
nomy as a whole. Finally, there is a general lack of 
incentives to maximize output per unit of fixed and work- 
ing capital and, more particularly, to refrain from un- 
necessary new investment: there is also a lack of built-in 
incentives to modernization and technical progress within 
the enterprise, particularly since re-tooling and the intro- 
duction of new models are likely to endanger, in the short 
run, plan fulfilment under the traditional indicators 
(output, productivity and cost reduction). 


Professor Liberman claims that his proposals provide 
a comprehensive solution to these problems and, incident- 
ally, an encouragement for a rationalization of the price 
structure and an improvement of inter-industry relations. 
He starts from the proposition that the enterprise has 
basically two tasks: to produce a certain amount of goods 
of various kinds and to do this as efficiently as possible. 
The first task can be defined in a centrally determined 
commodity output plan, specifying an assortment and 
setting delivery deadlines; and its fulfilment would be a 
precondition for payment of premia. All other plan 
targets —for productivity, employment, wage-bill and 
average wage, cost reduction, etc. — would be elaborated 
by the enterprise itself. It would also set up plans for the 
introduction of new techniques, for investment, and for 
other financial indicators. 


155 O, Gromyko, Pravda, 12 October 1962. 

156 The number of “ indicators ” assigned to each enterprise varies 
with the type of enterprise, but in the Soviet plants studied by 
Liberman there are about 12. In Poland the number of targets was 
about 35 in 1953-1954, was cut to 8 or so in 1956-1957, but had risen 
to about 19 by 1959 (Gospodarka Planowa, No. 10, 1959, p. 14). 
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Page 46 — Chapter I 

Liberman believes that it is possible to provide the 
enterprise with an incentive to set these targets in such a 
way that “ what is good for society is good for the enter- 
prise ”, and that this can be done by establishing, as the 
criterion for assessment of managerial premia and pay- 
ments to the Enterprise Fund, the ratio of profit to the 
capital assets (fixed and working capital) of the enter- 
prise. Since this ratio, even for equally efficient enter- 
prises, will vary with conditions of production and rela- 
tive prices of material inputs and outputs, he suggests the 
elaboration of “rentability norms”, differentiated by 
relatively homogeneous groups of enterprises and estab- 
lished for relatively long periods. Premia would be paid 
_ on a Steeply regressive scale in relation to the profit ratio, 
but a supplementary reward would be linked to the 
introduction of new products. Moreover, premia would 
be related to the average of the planned and actual profit 
ratios (for example, with an actual profit of 15 per cent on 
capital, against a planned 10 per cent, premia would be 
paid on the scale of 1214 per cent). Thus the enterprise 
would no longer have an incentive to fight for an unduly 
low profit (or indeed any other) plan.1*’ 


By dropping global output as a determinant of the size 
of the reward, Liberman avoids the worst of the distorting 
effects that have long been causing concern in all countries 
of the region, such as the incentive to maximize material 
inputs.158 The unplanned increment of inventories is also 
partly attributable, as indicated in section 4, to the use of 
“ global ” rather than “ commodity ” output as an enter- 
prise target, for the former measure includes, and the 
latter excludes, work in progress. However, even a change 
to “commodity production ” will not in itself suffice to 
remove the divergence between outputs suiting the enter- 
prise and those suiting the consumer — which frequently 
results in accumulation of unsaleable stocks — though 
production going into the enterprise’s stocks will inflate 
the denominator of Liberman’s profit index. His choice 
of the profit ratio as the key indicator for enterprise 
premia is intended to maximize the utilization of fixed 
capital — ш keeping with current Soviet policy % and 
by including uninstalled equipment and working capital 
in his denominator he seeks also to reverse the upward 
trend of inventories described above. He does not side 
with those who wish to change the practice of budget 
grants for state-enterprise assets, although Nemchinov 
stresses the value of Liberman’s proposals as implying a 
capital charge. It was also pointed out in the course of 
discussion in the columns of Pravda that the inclusion of 
unfinished investment in the denominator of Liberman’s 
index could help to counter the dispersion of investment 
resources discussed in section 2 above. For new enter- 
prises, premia for the appropriate sovnarkhoz authorities 
could be linked with the ratio of profits earned in the area 


157 A supporter of Liberman’s call for reform, the director of the 
Planning Division of the Ulyanovsk Sovnarkhoz, said the aim was 
that “ enterprise directors cease their struggle for an ‘ easy ” рае 
The enterprises themselves will seek supplementary tasks and will 
not ‘ fight off ’ such assignments as they often do now ” (N. Antonov, 
Pravda, 14 September 1962). Examples of sovnarkhozy which 
obtained “ reduced plans” for their enterprises are given at length 
by S. Verbitsky in Planovoe khozyaistvo, No. 5, 1962, pp. 33-41. 


158 See У. Nemchinov, Pravda, 21 September 1962. 
189 See the Survey for 1961, Part. 1, Chapter II, p. 10. 


ment.16 


Other advantages claimed for Liberman’s scheme — 


include the fact that economy of labour and material 
inputs would be sought by the enterprise in order to 
increase the numerator of its index; imposed changes in 
the output plan during the year — а usual complaint of 
directors, but in some degree essential in an operational 
machine — would no longer involve a complex re-negotia- 
tion of a dozen or so targets; equally, an enterprise's 
proposal to change the output plan, or vary the coming 
year’s programme, would not require lengthy negotiations 


° with superior authorities on a multitude of scores.1* 


A number of participants in the discussion have to 
some extent supported Liberman’s increased emphasis on 
profit, but have advocated a different balance between the 
“release” and “ premium-determining ” indicators (the 
output-assortment-deliveries plan and the profit ratio, 
respectively) and the use of more indicators in {011.182 
Liberman is at pains to demonstrate that his proposal 
goes farther than a mere change of “ indicators ”; but he 
has been criticized for introducing different key indicators 
at enterprise and superior levels and particularly for the 
fact that his premium-determining indicator at the enter- 
prise level would no longer be a quantitatively fixed 
“target” approved by higher authority — even though 
the “ premia-release ” indicators would still be of this 
nature. 


A more fundamental criticism has been that the premia 
paid to managerial personnel are not in fact the determin- 
ing force in enterprise decision-making, and that the 
Enterprise Fund —constituted by deductions from 
profits in“ the Liberman scheme as hitherto — would 
remain too small to act as a real incentive to subordinate 
staff.163 Liberman comments that “ production should be 
organized not on moral stimuli alone, but these moral 
stimuli should be supported by material incentives ”, and 
that each enterprise should be free to distribute the 
premium fund according to the results of each depart- 
ment of the enterprise.1** One alternative suggestion was 
that the premia and Enterprise Funds be combined (as 
has often been advocated), and fed partly from a propor- 
tion of the wage bill (one rate for all enterprises) and 


160 See Antonov, op. cit. 
161 Liberman, Pravda, loc. cit. 


162 F, Veselkov, the Director of the Material Incentives Group of 
the USSR Gosekonomsovet (Voprosy ekonomiki, No. 10, 1962, 
p. 10) proposes the following system: 


Percentage of premia paid 


With profit With shortfall 
plan fulfilled on profit plan 
Premium-bearing indicators: 
All аа ten oo Bayes 100 80 
Not all‘fulilled {2° 05> 2 60 40 


He also advocated the addition of the wages fund to Liberman’s 
four indicators (Pravda, 16 September 1962). Liberman’s view is 
that “ We must be careful of those supporters of (our) scheme. 
They say that it is good, but the wages fund, costs of production, 
outputs and so on must be added . . . But if a scheme like that is 
adopted — and it might be in the present way of thinking — we will 
нь have to repudiate it.” (Ekonomicheskaya gazeta, Мо. 46, 


**8 For earlier discussion see the Survey for 1958, Chapter I, 
pp. 14-17 and for 1959, Chapter II, p. 30. 


164 Fkonomicheskaya gazeta, loc. cit. 


to capital assets in the area, including unfinished invest- 


partly by a deduction 
for eack enterprise).1& = ; oon 
_ Another major point of criticism has been that, until 
the pending Soviet price reform is implemented (see 
below), the margin between domestic input and output 
_ values (profit) is an inaccurate measure of efficiency or 
of conformity to the set of utilities envisaged in the natio- 
nal plan. To some extent profit norms could be adjusted 
accordingly; but a real difficulty in determining appro- 
priate norms would arise from the fact that — because 
the “normal rentability ” of different products of the 
same enterprise may vary considerably — differences (or 


_ changes over time) in the production pattern may 


invalidate the norm. Liberman’s answer is that he assumes 
rational pricing and that his scheme would in fact make 
enterprise directors press for such reforms: “ At present 
_ prices are quite a matter of indifference to the enter- 

- prise. ... The buyer wants his supplies on schedule but 
will pay any price [which] he can include with impunity .. . 
in costs, 2 

A more general objection advanced to Liberman’s 
proposals — going beyond the various doubts about their 
practicability or criticisms of details — is that they may 
introduce an undesirable degree of “ automaticity ” into 
the working of the economy. It is doubted whether one 
“synthetic indicator ” linked with the profit motive can 
suffice to ensure that enterprise managements will act, 
on balance, in accordance with the central plan priorities; 
and many consider that more centrally determined 
directives or “ indicators ” will always be needed. 


The publication of Liberman’s proposals — which he 
first presented, through the Kharkov Sovnarkhoz, in 
April 1962, to the Scientific Council of the USSR Academy 
of Sciences for Planning and the Organization of Social 
Production — was followed by a nation-wide debate 
among economists. The Scientific Council gave qualified 
support to the ргороза1$,187 which were later submitted 
(25-26 September, after the first round of debate in con- 
tributions to Pravda) to another council of the Academy, 
—that for Cost Accounting and Material Incentives. 
The latter recommended an interim report by the end of 
October on the reforms needed in the light of experience 
in eastern Europe as well as in the Soviet Union, and 
hoped that by December comments thereon by interested 
institutions would permit an experimental use of whatever 
plan might be evolved. In summing up the Council’s 
discussion, L. Gatovsky, its Chairman, said that it “ had 
revealed real shortcomings in current planning practice... 
we have moved far from... naked administration of the 
economy and the role and significance of economic 
instruments in planning grows continuously.... New 
reforms cannot now be restricted to minor corrections, ” 
but more drastic means of improvement must be sought." 
The Council, while in effect approving Liberman’s con- 
tentions that the main premia-bearing indicator should 


165 Veselkov, op. cit., р. 4; he suggests that 12-18 per cent of the 
wage fund be allotted to premia. 

166 See B. Smekhov, Pravda, 12 October 1962, and Liberman, 
Ekonomicheskaya gazeta, loc. cit. 

167 Nemchinoy, op. cit. 

168 Prayda, 19 November 1962. 


from profits (at a rate set separately 


not tempt enterprises to secure a low plan and that 
enterprise results should be assessed on a longer period 
than a year (2-3 or even 5 years), took profits as only one 
possible indicator to which premia might be linked (the 
others mentioned being cost reduction, output increment, 
improvements in quality, rises in labour productivity, and 
the increase in the share of new products in output). 
It favoured the merger into an “incentive fund” of 
managerial premia and the Enterprise Fund (see above) 
and supported the argument that production outlays 
should not be met from such funds.1® : 


There was intensive discussion of the Liberman thesis 
in October, at a meeting convened by the journal Ekono- 
micheskaya gazeta, but no agreed conclusions; 1” and 
shortly afterwards the USSR State Planning Commission 
recommended the experimental operation of the scheme 
in enterprises selected from the main branches of in- 
dustry.!"1 The various proposals and comments were 
further discussed at the November session of the Party 
Central Committee. Mr. Khrushchev recognized the 
importance of profits as an index of economic efficiency 
at the enterprise level, but suspended judgement on their 
practical use for that purpose until the State Planning 
Commission and the Academy of Sciences had reported.1”? 


It may reasonably be doubted whether the experiment 
now being conducted can genuinely indicate the value of 
a change in the system such as Liberman proposed, since 
the enterprises concerned will be in an artificial position 
in relation to the rest of the economy. A regional experi- 
ment — over a fairly large area — might have been more 
useful. 


Pricing and Cost-accounting in the Soviet Union 


The organ of the USSR Institute of Economics recently 
commented that “the problem of prices and of price 
formation becomes ever more important. In the price 
question all the cardinal political and economic problems 
of the Soviet state intersect.” 173 As already mentioned, 
one major source of opposition to Liberman is the 
fear that his degree of reliance on profits and the price 
mechanism would introduce an “ automaticity ” into the 
economy which would unduly weaken the supremacy of 
the planning bodies. But the irrationalities of the present 
price structure are a hindrance to efficient operation of 
the present planning system also — as was indicated in 
the last SuRVEY, which also discussed the principles of the 
review undertaken by a governmental committee in 1961; 
further criticisms have been made in the course of the 
latest Soviet debate.174 The provisional list of revised 


169 This criticism of the Enterprise Fund was made by V. Lebedev 
at a conference in 1958 (Voprosy ekonomiki, No. 7, 1958, p. 162). 
The Council added a brief rider on the need to extend the powers of 
the enterprise director in virtually all fields (ibid, No. 10, 1962, 
pp. 147-148). 

170 Ekonomicheskaya gazeta, loc. cit. 

171 Planovoe khozyaistvo, No. 10, 1962, p. 95. 

172 Tzyestia, 20 November 1962. 

178 Editorial, Voprosy ekonomiki, No. 11, 1962, р. 11, 

174 See the Survey for 1961, Part 1, Chapter II, pp. 39-40; 
J. Ofmanis, Ekonomicheskie nauki, No. 3, 1962, p. 41, and I. Ivanov, 
Deputy Chairman of the USSR Gosplan, Kommunist, No. 7, 1962, 
pp. 54, 55 and 58. 


examined during 1962, in the light both of domestic 


\ 


cumulative labour costs (in terms of which an input- 
output table was completed during the year) 15 and of 
foreign price relatives. The November session of the 
Central Committee amended some prices (for example 
those for ferrous metals were increased), but the exami- 
nation is not concluded and the new prices are now 
expected to be introduced in January 1964. 

The decision of the CMEA to seek a new basis for pri- 
cing goods in intra-regional trade (see section 1 (c)) seems 
to underlie some of the amendments of the provisional 
decisions of 1961. The Deputy Chairman of the USSR 
Gosplan stated that, for goods in which the Soviet Union 
trades, domestic price ratios should be made closer to 
world-market relationships; the home prices of iron and 
manganese ore, calcined soda, pig iron, steel, anthracite, 
and sawn timber would have to be raised and those of 
fuel oil, cement and synthetic rubber would have to be 
cut.176 

But even after the reform now under way, prices will 
remain essentially — albeit more faithfully — a reflector 


of prime costs, with some adjustment to scales of utility. 


The continued absence in the new price structure of a 
capital charge (apart from depreciation allowances) would 
be somewhat offset under Liberman’s proposals, however, 
by the tying of profits to capital stock. Depreciation 
charges were revised—and generally increased — on 
1 January 1963, being now “ based not on the aggregate 
of fixed assets, but on the composition of assets in each 
enterprise according to strictly investigated norms ”.177 
Moreover, sovnarkhozy can still redistribute among their 
enterprises that part of the depreciation charges ear- 
marked for capital repairs; and redistribution among 
sovnarkhozy can be made at the discretion of the 
Republican Economic Council. As much as 70 per cent 
of an enterprise’s total amortization charge is sometimes 
taken for redistribution — which, it is argued, constitutes 
abuse of the purposes of a repair fund.!”8 On the other 
hand, the proponents of a real capital charge do not, of 
course, agree that depreciation allowances — even so 
treated — are an effective substitute, and go further than 
Liberman in claiming that profits by themselves should be 
the main indicator for enterprise management, provided 
that all prices include a standard charge on unamortized 
capital stock.179 


A parallel debate has been in progress on the basis of 
assessing collective-farm costs and efficiency. When state 
purchase prices were unified in 1958, the USSR Central 
Statistical Administration and the Ministry of Agriculture 


175 See I. Doroshin, Planovoe khozyaistvo, No. 2, 1963, pp. 8-19; 
and M. Eidelman, Vestnik statistiki, No. 10, 1962, pp. 3-17 and its 
statistical supplement. 


176 Ivanov, op. cit., р. 59. The Deputy Chairman of the Polish 
Planning Commission went yet further and envisaged “in co- 
ordinating the economic plans of the socialist countries, . . . the 
gradual approximation of their price system” (E. Szyr, World 
Marxist Review (Prague), No. 10, 1962, p. 12). 

17 P. Filippov, Vestnik statistiki, No. 12, 1962, р. 18. 

"8 К. Sukhova, Dengi i kredit, No. 9, 1962, pp. 29-34. 


Be I. Malyshev, Deputy Director of the USSR Central Statistical 
Administration, Pravda, 7 February 1963. 


prices (covering heavy industry and transport) was 


use of a cost-accounting 


A. 


few 


authorized the use pir 
conventional cost of production ~ 3 
approximately state-farm wages. In 1961 а revival of the 
“actual costs ” system — valuing labour at the dividend 


paid — was suggested,!®° and it has been readopted by 


farms in the Russian Federation, Byelorussia, Moldavia, 
and Uzbekistan, as well as in the Ukraine. A conference 
was convened in mid-1962 to discuss these methods," 
but the debate seems to have been conducted, to some 
extent, at cross purposes. The proponents of “ actual 
cost” assumed that labour should be remunerated 
according to gross productivity (reflecting — inter alia — 
differential rent and capital intensity), while those 
advocating “ conventional cost ” took state-farm wages 
as automatically representative of collective-farm pro- 
duction conditions. Neither assumption has been proved; 
and the eventual decision, promulgated at the beginning 
of 1963 by the Central Statistical Administration, was a 
compromise requiring the annual collective-farm report 
to carry two costing columns, one for “ conventional ”, 
the other for “ actual ” cost. But the validity of procure- 
ment prices (the result of a vicious circle of determination 
by “ production costs ”, themselves derived from procure- 
ment prices) has not been questioned. 

The Soviet debates on pricing and costing have been 
paralleled by further experimentation in the application 
of mathematical techniques to planning and management. 
The key contribution during last year was the verification 
of the 1962 Plan on an input-output matrix. The Plan was 
drafted in the conventional manner, but the targets for 
final product were worked back to global outputs of the 
83 branches of production of the 1959 input-output table 
by the inversion of the latter matrix, adapted for sub- 
sequent structural and technical changes.1®* The two most 
difficult procedures were this adaptation — effected by 
comparison of input norms in physical units,18* and which 
showed remarkably large changes 184 and the disaggrega- 
tion of consumption by branch. All calculations were 
made at 1959 prices, although the expansion of retail sales 
bearing a price mark-up (in restaurants and in rural shops) 
had to be accounted for in translating commodity into 
money flows, and estimates were made of the likely 
import prices of goods for which there was no domestic 
analogy. The matrix was used to test the cumulative 
effect of the revised price list mentioned афоуе.185 The 
branch outputs derived from the adapted matrix were 
lower than those elaborated by the traditional methods 


ay By the Scientific Research Institute for the Economics and 
Organization of Agriculture of the Ukrainian SSR. 


181 Kommunist, No. 13, 1962, pp. 46-59. 


182 L. Berri, Е. Klotsvog and $. Shatalin, Planovoe khozyaistvo, 
No. 9, 1962, pp. 34-43. 


as “In the majority of cases, the direct calculation of technical 
coefficients in value terms proved impossible.” Ibid., р. 38. 


184 They testified to the rapidity of structural change during 1959- 
1962; for example, inputs of electricity per unit of chemicals output 
rose by 18.6 per cent and per unit of ferrous metallurgy by 9.5 per 
cent, but only 3.6 per cent in light industry. In the textiles sector of 
this latter branch, however, inputs of vegetable origin fell by 4.4 per 
cent and those of chemical origin rose by 35 per cent; timber inputs 
per unit of building activity fell at the same rate (13 per cent) as that 
of processed construction materials rose (ibid.). 


18° М. Kovalev, reported in Voprosy ekonomiki, No. 4, 1962, p. 72. 
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_ Until, however, more reliable technical coefficients can be 
_ derived, the planning authorities are not willing to replace 
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these methods, but intend to use matrix inversion, in paral- 


_ lel, to “signal ” inconsistencies and inefficiencies.28” 


4 _ Management Analysis in Eastern Europe 


Discussion of economic management — accompanied 
_by experiment — has been continuing with varying in- 


_ tensity in the eastern European countries for at least six 


years past, notably in Poland, Hungary and Czecho- 


_ Slovakia.’** The Polish reappraisal of the relationship of 


the enterprise to the central plan agency has been perhaps 
the longest and fullest. Initiated, essentially, by the 1957 
Thesis of the State Economic Council, it has resolved into 
three groups of proposals: the linking of premia to profit; 
net output planning with profits subject to a capital 
charge; and a weighting of the plan indicators currently 
used.18® Only minor changes were introduced in 1962, 
however. One permits the labour force and wage bill to 
rise in enterprises producing for export, whose sales 
proceeds had increased following the permission granted 
in 1959 to value in foreign-exchange prices output 
marketed abroad. An improved system of premia in 
export enterprises was also introduced, corresponding to 
a Hungarian scheme which links premia with the balance 


` of savings and losses on the difference between home 


prices and those paid or realized by the enterprise in 
foreign trade.1® The first of a series of enterprises spe- 
cializing in the foreign market was established on 
1 January 1963, and provided with novel indicators for 
planning and premia — volume of export sales at planned 
foreign-exchange prices and deliveries to trade corpora- 
tions. 

The change introduced in Hungarian economic manage- 
ment in 1961 — making managerial premia dependent on 


186 In electricity and chemicals, where the traditional methods 
showed lower branch outputs, the authors of the experiment believe 
the divergence to be due to the “tighter” calculation of inputs 
compared with the matrix-inversion method (ibid., p. 41). 


187 Jhid., рр. 41-42. The director of the Computer Centre of the 
USSR Gosekonomsovet has regretted that “ planning and statistical 
organs in many cases do not meet the needs for the machine-process- 
ing of complex economic problems. Thus the construction of inter- 
branch balances and research into structural changes in the economy 
require the establishment of net outputs and material inputs by 
branches. At present such information is not produced, so that one 
has to undertake massive investigations at the level of enterprises 
and building sites. At the same time much superfluous primary 
information is produced which does not contribute to the production 
information needed.” (N. Kovalev, Voprosy ekonomiki, No. 12, 
1962, p. 10.) 

188 For report on its earlier stages, see the Survey for 1957, 
Chapter I, pp. 37-43; for 1958, Chapter I, pp. 14-17, 31-32; for 1959, 
Chapter II, pp. 12, 29-30, Chapter Ш, рр. 1-3, 14-15; for 1961, 
Part 1, Chapter II, pp. 35-41. 

188 Zycie gospodarcze, No. 22, 1957. Its relevance to current 
Soviet thinking is evident from its main contentions — that premia 
should be based on an enterprise’s profits and its performance in 
relation to other enterprises, rather than to plan targets; that wages 
should be tied to net instead of global outputs; that the share of 
profit to be retained by the enterprise should be fixed for several 
years. See footnote 156 above on changes in the number of Polish 
indicators. 

190 W. Rydygier, Zycie Partii, No. 1, 1963, р. 4 and Kulkereske- 
delie Ertesité, 20 February 1961. 


sales rather than production — has led enterprise 
gers in 1962 eagerly to seek orders and improved ри 


tion patterns rather than simply to try to maximize out- 

put. In the chemicals and engineering industries, the _ 
earlier relation of premia to a variety of efficiency indi- 
cators has been superseded by a novel scheme whereby a — 
levy is raised on obsolete products remaining in produc- = 
tion and the proceeds paid over to manufacturers of 
technically advanced goods, provided always that firm 
domestic or foreign orders are to hand.?® Within the 
former industry, pharmaceutical enterprises have been 
released from global output and payroll planning: the 
1963 output plan was composed only for certain key 
products and for export lines.1% 


The Soviet experiments in macro-economic planning 
and the debate on instruments for enterprise control have 
been closely paralleled in eastern Germany, where the 
most important practical achievement was the checking 
of the 1962 annual plan against an input-output table; 
but the need for its integration with a flow-of-funds 
matrix — the first such proposal in eastern Europe — has 
already been raised.1®* The use of global output as the 
main indicator in enterprise programmes has been con- 
demned at the highest level,!®* and the substitute is seen 
as a proliferation of branch (or enterprise) differentiated 
indicators. In reflection of Liberman’s proposals, the 
validity of profits as a parameter — combined with a 
strengthening of premia funds — has been discussed, but 
official consideration has been deferred until wholesale 
prices are reformed.!*° Meanwhile, measurement of labour 
productivity by the Zeitsummenmethode — the cumula- 
tion of man-hours per product 136 — is being increasingly 
used: in 1962 it was applied in 85 per cent of centrally 
administered enterprises and it is to be introduced into at 
least some locally run plants in 1963. It represents, in 
effect, the micro-economic use of the type of input-output 
table drawn up last year in the Soviet Union and suffers 
from the same deficiencies — that it measures only labour, 
not capital, intensity — and it does not reflect graduations 
of skill. However, it complements the calculations of 
global and net output per production-worker, which are 
both subject to pricing distortions.1%’ As in the Soviet 
Union, the premia-piece-rate system is being introduced: 
as a first step it will become obligatory in lignite mining 
оп 1 April 1963. 


Changes introduced in Czechoslovakia run somewhat 
counter to the tenor of recent debates. The substantial 


191 Figyeld, 5 September 1962. 

192 Népszabadsdg, 12 December 1962; productivity increments and 
the average wage-rates must, however, be respected. 

198 See Е. John, “ Basic Problems of the Central Balancing of 
Financial Transactions in the Framework of the Long-term Plan ”, 
Wissenschaftliche Zeitschrift der Hochschule fiir Okonomie, No. 3, 
1962, pp. 197-208. On the similar need to relate production plans 
more closely to financial schedules in the Soviet Union, see 
A. Sheremet, Kommunist, No. 13, 1962, p. 83. 

194 Ног example, in speeches by Мг. W. Ulbricht reported in Neues 
Deutschland, 15 December 1962 and 16 January 1963, and by 
Mr. K. Mewis, then Chairman of the State Planning Committee, 
ibid., 30 November 1962. 

195 W, Ulbricht, ibid., 16 January 1963. 

196 See the SuRveY for 1961, Part 1, Chapter II, р. 25. 


197 Arbeit und Sozialfiirsorge, No. 23/24, 1962, pp. 538-553. 


Radical reforms of institutions in the farm sector took 


ie 
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=i 


ne enterprise and with the establishment of five-year 


for profits (so that enterprises should not be 
| from re-equipment or other changes involving a 
orary cut in profits), has now been reversed, in the 


‘ans 
= 


Reorganization of the Administrative Structure 


place in three countries in 1962, and are under discussion 
in Czechoslovakia. In the Soviet Union, 1,500 territorial 


production management boards were established after 
the March decision to unite at the local level the control 


of state and collective farms.198 A decision of the Central 
Committee of the Communist Party, in November, 


associated with these boards 782 party committees 


(partkomy) — replacing the rural district committees 
(raikomy); and the Central Committees of the Party and 


of the 14 republican parties each set up separate bureaux 


for industry and construction and for agriculture.1®® The 
new system is intended to improve agricultural efficiency 
and also to strengthen the link between the planning 


organs and the farms. It should tend to unify the con- 


ditions within which state and collective farms operate, 
though, as indicated above, comparative efficiency 
calculations are hardly yet possible. The introduction of 
perspective planning at the farm level should assist both 
the better co-ordination of output and input plans for 
agriculture and the economically rational modification 
of local production patterns in accordance with varying 
natural conditions, etc.?°° 

In the industrial field, the reorganization has involved 
not only the setting up of (Party) industrial-construction 
committees in each oblast (or corresponding adminis- 
trative area), but also a reduction of the numbers of 


198 See the Bulletin, Vol. 14; No. 2, р. 15. 


1 The All-Union bureau is responsible for the fifteenth republic 
— the Russian Federation. 


°° Planovoe khozyaistvo, No. 5, 1962, рр. 54-62. 


ests of tighter control of investment (see section 2). 


yposed in order to spread “ the ` 


‘staff in industrial administration, to widen the | 


of manceuvre of sovnarkhozy with respect to sup) 
materials and equipment and to create better condition: 
of production ”.21 In November 1962 a process of 
recentralization 
capital planning, supply 


programming, and the progress 


of technology, was completed; and the activities of the 


sovnarkhozy are now restricted to industrial administra- 
tion — building management being centralized, mainly 


whereby state committees took over | 


— 


4 
q 


to counter the dispersion of investment activity (see — 


section 2) — and to the routine running of their plants. 

The reform of the farm management system in Rumania, 
resembling that in the Soviet Union but subordinating 
the local farm boards to the county councils, was reported 


in the last issue of the Economic Bulletin,?°* and a reform о | 


identical with the Soviet one has since followed in eastern 
Germany. In Czechoslovakia the setting up of district 
“aericultural production boards” has been proposed; 
and a joint state-party “ Commission for the management 
of agricultural production” has been created. A more 
comprehensive change in the economic management 
system is also under way. The Chairman of the Czecho- 
slovak Council of Ministers foreshadowed, in a speech 
of January 1963, an important recentralization of eco- 
nomic management: a number of functions would be 
withdrawn from local authorities, and central ministries 
be made responsible for all enterprises.?°* Central control 
over plan fulfilment at every level has been strengthened 
by the setting up of a network of regional, local, and 
enterprise “ commissions of popular control ”, responsible 
to the Central Commission of Control and Statistics. 


201 р. Kashutin, Ekonomicheskie nauki, Мо. 1, 1963, р. 11. Inter- 
mediate bodies had been set up at the republican level in 1960 (see 
the Bulletin, Vol. 12, No. 3, p. 36) and at the level of 17 “ economic 
zones ” in 1961. 


202 ‘Vol. 14, No. 2, рр. 15-16. 
208 See Neues Deutschland, 16 January 1963. 
204 See Rudé Prdvo, 9 January and 18 February 1963. 


6. THE STATUS OF THE LONG-TERM PLANS 


(a) The long-term development plans of Bulgaria 


During 1962, two development programmes were pub- 
lished in Bulgaria —a Five-year Plan covering the years 
1961 to 1965 and a “ perspective ” plan of development 
over the 20 years ending in 1980. The delay in the 
introduction of the Five-year Plan 242 was in part due to 
the desire to integrate the two programmes; and the 


2044 Some targets for 1962 and 1965 were announced in March 
1959 in the National Assembly (see the Survey for 1960, Chapter VI, 
pp. 28-29 and 35); but they have never been incorporated in a plan 
document and it is clear that they bear little relation to the targets for 
1965 published in the new plan. On the whole the latter are more 
modest — particularly those for agriculture — but there are excep- 
tions: the original target for electric power output, for instance, 
was 10 billion kWh and that for crude steel 0.9 million tons, against 
new targets of 11.3 billion kWh and 1.4 million tons respectively. 


finalization of the two documents was also related to the 
timing of recent recommendations by the Council for 
Mutual Economic Assistance on future trade and speciali- 
zation within the агеа.?05 


The perspective plan sets out as its principal aim “ to 
complete the building of the material and technical 
basis for socialism [which will proceed under the Five- 
year Plan] and to begin the construction of such a basis 
for communism”. This is to be achieved by а further 
industrialization of the country based on the priority 


205 This is not to say that a comprehensive integration plan has 
already been adopted by the СМЕА countries (see the Survey for 
1961, Part 1, Chapter II, pp. 33-34, the Bulletin, Vol. 14, No. 1, 
pp. 50-51, and section 1 above); except in engineering, the Bulgarian 


plans reflect only some broad lines of specialization already recom- 
mended. 
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Sources : Statistical yearbooks and bulletins; Rabotnichesko delo, 12 and 
13 May, 16 September and 6-20 November 1962; Ikonomicheska Misl, No. 8, 
1962, pp. 28 and 48; Planovo stopanstvo i statistika, No. 9, 1962, pp. 20 and 32. 


development of heavy industry, by further development 
of agriculture, and particularly of the livestock branch, 
by specialization of production and external trade, and 
— ш the later stages of the Twenty-year Plan — by 
increasing the scope of free distribution of goods and 
services. The main statistical indicators of the planned 
development of the economy up to 1980 are summarized 
in Table 21. 


The Growth of Output and Inputs of Labour and Capital 


The average rate of growth of (material) national 
income is expected to be somewhat higher during the 
period 1961-1965 than in the preceding five years (9.9 
against 9.6 per cent), despite the marked deceleration 
that is foreseen in the rate of industrial expansion. Global 


he 


"14.0. 160. 


400 54 47 > 
600 5.1 4.7 ATG ST AEP OR oe 
163-198) [So RS - 10D SiR DST ee ee 
900 те cae бои 
78 0.9 19 ист 
514 4.1 of 
250 crake: де Stomach Rael da | 
500 2.4 47 “ 8.4 : 
50 0.5 * Neate.) 
450 11.7 8.8-9.0* 8.1 
56 —7.9 ах. 
900 11.1 10.9 
5505 11.6 9.5 8.9 
123-136 5.0 5.4 1.0 
447-404 6.2 8.3 Е 
500 9940 00s oa 
500 И 77 8.4 
700 18.9. 22.0 012, Saeed Oe 
450-500 8.7 a 80 194 
372-413 77 Е 70 — 6.8-7.3 
354 5.8 4.0 :: 6.5 
118 ou * et 
@ 1951-1960. 


© Construction and assembly work. 


output of industry is expected to rise by 11.2 per cent a 
year, against 16 per cent in the preceding quinquennium, 
but the effect of this slowing down is to be offset by an 
accelerated growth of agricultural output: the rapid rise 
of global agricultural output realized during 1956-1960 
(nearly 6 per cent per annum) is planned to accelerate to 
about 8 per cent, and the success of the Five-year Plan 
clearly depends on the feasibility of this goal. 

The long-term programme foresees a 1980 level of 
national income 414-5 times that of 1960 — implying a 
7.8-8.4 per cent annual rate of expansion. This high rate 
is very similar to that embodied in the twenty-year 
development programme of the Soviet Union,? but the 
annual rate of growth of agricultural output is significantly 


206 See the SurveEY for 1961, Part 1, Chapter II, р. 49. 
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Sources : As for Table 21. In some cases figures are derived, 
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lower in the Bulgarian than in the Soviet plan (4.7 against 
6.5 per cent). In some contrast to the Soviet plans, the 
Bulgarian programme foresees a deceleration of growth 
in the second decade: global output of industry is to 
grow by 11.6 per cent annually between 1960 and 1970 
and by 8.7 per cent between 1970 and 1980, and global 
agricultural output by 6.1 and 3.2 per cent, respectively. 


During the 20 years, the total population of Bulgaria 
is expected to increase by 20 per cent and the working 
population by 18 per cent; and this represents a marked 
slowing down in the expansion of the labour force com- 
pared with the pre-1960 trend (0.9 per cent per year 
against 2.1 per cent during 1952-1960). Moreover, labour 
input will be diminished by the planned shortening of the 
working week from 46 to 36 hours and the lengthening of 
statutory annual leave by 12 days. The whole increase in 
employment will be channelled into non-productive 
services, and employment in the productive sectors is 
planned even to decline by a few per cent (see Table 22).207 


Important structural changes are nevertheless expected 
within the “ productive” labour force: employment in 
agriculture is planned to be halved, in industry to be 
doubled and in productive services (mainly trade and 
public catering) to be trebled. The impact of these changes 
on labour productivity over the economy as a whole 
should largely offset the unfavourable factors mentioned 
аБоуе.?08 Moreover, the quality of the labour force should 
improve as the average level of general and specialized 
education rises: in industry, for example, 5.5 per cent of 
workers and employees should have a university educa- 
tion and 39.5 per cent secondary education by 1980, 
compared with corresponding percentages in 1960 of 1.7 
and 13;7.2%8 


Nevertheless, it is clear that great reliance is placed on 
a high rate of capital formation to achieve the planned 


207 As employment in non-productive services is to be more than 
trebled and investment in social services and housing is to increase 
18 times (see below), it is likely that the national income aggregate 
computed on a service-inclusive basis would increase significantly 
faster than material output. 


ve The computation of an index of standardized productivity 
indicates that the change in structure will contribute nearly one- 
third to the increase in overall productivity. 


20° Tkonomicheska Misl, No. 8, 1962, p. 24, 
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in national income — already high in 1960 : 
cent — is to increase to 29.7 per cent by 1965, but 1 
after to return to the 1960 level.2!° As investment outlays 
and the stock of fixed assets are | slanne b 

least 8 times greater in 1980 than in 1960, while national 


‘income will be 414-5 times greater, this assumption of 


unchanged shares of accumulation at the beginning and 
at the end of the plan period is puzzling. It seems to imply 
that the volume of investment in stocks and uncompleted — 
construction in 1980 will be significantly below that of 
1960. Doubtless such investment — particularly in un- 
completed construction — was unduly high in 1960; 21 
but it seems unlikely that in a normal year an economy 
with a national income 414 times greater could actually 
require a smaller annual increment of stocks and work 
in progress. 

The marked expansion of fixed assets, while the labour 
force in the productive sectors remains almost stationary, 
will greatly raise capital intensity (the capital stock per 
unit of labour): while labour productivity will increase in 
parallel with the growth of output, capital productivity 
(output per unit of capital) will decline by nearly 40 per 
cent. Thus the tendency expected in most of the other 
centrally planned economies for marginal capital/output 
ratios to rise during the 1960s 212 seems to apply also to 
the planned Bulgarian development during the next 20 
years. As is shown below, capital productivity (in terms 
of global output per unit of capital) will decline both in 
industry and in agriculture, but the overall picture is also 
affected by a great expansion of centrally planned invest- 
ment in social services, trade and housing — to 18 times 
the 1960 level by 1980. 


Only a few data have been published on the planned 
trends in investment outlays during the 20 years: within 
the eightfold increase in the total, outlays in industry, 
construction, agriculture and transport will rise to 6.5 
times the 1960 level, in public catering 17 times, and in 
housing and other construction in the non-productive 
sectors 19 Итез.213 More detail has been revealed on 
changes in the composition of fixed assets. As can be 
seen from the figures in Table 23, the share of industry is 
to increase rapidly between 1960 and 1970 and remain 
about stable afterwards, whereas the share of agriculture 
will decline, particularly during the first and the last 
quinquennia of the twenty-year plan period. Within the 
industrial capital stock, the share of the consumer-goods 


*1° Planovo stopanstvo i statistika, No. 9, 1962, р. 40. 

*11 See also section 2. In 1960 investment in stocks, including 
uncompleted construction, exceeded 40 per cent of total accumula- 
tion. 

212 See the Survey for 1959, Chapter III, sections 2 and 3. 

*18 Ikonomicheska Misl, No. 9, 1962, р. 15. 

The Five-year Plan provides some data on the distribution of 
centrally planned investment (which in 1960 amounted to about 60 
per cent of all investment outlays in the socialist sector): 
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* Structure of fixed assets in Bulgaria, 1960 to 1980 Plan 


_ Percentages 


1960 1965 1970 1975 


a 1980 
actual plan plan plan plan 
Percentage of fixed assets 
| in the national economy 
Agriculturen о ев, « 23.5 21.7 20.3 20.0 18.1 
У 3.405 сова 50.4 58.0 62.8 62.2 63.1 
Percentage of fixed assets in industry 
СтопрАс ный. .... 77.6 85.2 86.4 87.5 87.2 
GroupiBiee = cide... . 22.4 14.8 13.6 12.5 12.8 
Ferrous metallurgy. .... 40 114 96 83 66 
IBNQMNCELINSE es chs sk ws ae 8.6 89 11.2 13.1 
@hemicals и Ways ows 5.8 66 85 11.0 10.7 
Food processing ...... 1077.2 7.0) Gist) 5:6 


Source : Planovo stopanstvo i statistika, No. 9, 1962, pp. 34, 37 and 38. 


industries will steadily decline, and by 1980 their assets 
will amount to less than 13 per cent of the total. A particu- 
larly rapid expansion of capital is foreseen for engineering 
and chemicals, and their share in total industrial assets 
will be roughly doubled over the 20 years. 


- The Pattern of Industrial Expansion 


It would clearly be unrealistic to assume the continua- 
tion into the future of the extremely high rate of expansion 
of global industrial output recorded during 1956-1960 
(16 per cent a year) and, as mentioned above, the planners 
have postulated a much more modest — though still high 
— rate of 11.2 per cent during the 1961-1965 plan period 
and one of around 10 per cent for the 20 years up to 
1980.74 In striking contrast with previous trends, the 
contribution of employment to the future growth of out- 
put is to be relatively small and that of productivity far 
more important. Thus, the industrial labour force is to 
increase by 2.5-2.8 per cent a year, compared with nearly 
11 per cent during 1956-1960, whereas output per man 
will grow by more than 7 per cent a year against less than 
5 per cent previously. As the working week is to be 
reduced, output per man-hour will have to grow by 9.4 
per cent a year if the global production targets are to be 
attained. This will require greatly increased capital inputs ; 
and the plan foresees the expansion of the stock of fixed 
capital in industry to nine times the 1960 volume. As 
capital per man will increase faster than labour pro- 
ductivity, the output-to-capital ratio will decline by more 
than 20 per cent. 

The planned deceleration of the industrial expansion 


applies equally to the output of capital goods and of 


consumers’ goods, and the gap between Group A and 
Group B is to be roughly maintained, the rate of growth 
of the former exceeding that of the latter by about опе- 
third (see Table 24). 


214 The planned rate for the first decade (1960-1970) is, however, 
somewhat higher than that for the first quinquennium (11.6 against 
11.2 per cent), indicating some acceleration of growth in the years 
1965-1970; for the second decade of the plan, on the other hand, the 
much lower rate of 8.7 per cent is foreseen. 


= =" 


Not unnaturally, the highest planned rates of growth 


_ approaching infinity — occur in those branches in w 


output was minimal in 1960; and to this category belong — 
not only such consumers’ goods as cars or television sets, 
but also the newer products of the chemicals industry and, | 
to a lesser extent, those of metallurgy. The insistence on 
the expansion of the base of heavy industry is more 
obvious in the Twenty-year Plan targets than in the recent 
past. By 1980, Bulgaria is to produce nearly 5 million tons 
of crude steel, a large percentage of which is to be pro- 
cessed into high-quality steel, partly for export. Output of 
electric power and of coal is to double by 1965 and to 
continue to expand rapidly thereafter. Nevertheless, the 
electric power generated in 1980 (50-55 billion kWh) will 
not cover-total requirements, which are estimated at 65 
billion kWh and will be met partly by imports. Thermal 
power will be developed faster than hydro-electric plants, 
a decision based largely on cost considerations; and the 
cheaper sources of energy — oil and gas — are to account 
for 35 per cent of total fuel supplies in 1980, against 14 per 
cent in 1960; 6 million out of 10 million tons of oil 
requirements will be imported, partly to provide inputs 
for the petrochemicals branches. 

But the core of the planned industrial development is 
the engineering and metal-working industries, the output 
of which is to expand 16-17 times over the twenty years 
and by 20 per cent annually during 1961-1965. These 
branches should account for 28 per cent of total industrial 
output in 1980, against 17 per cent in 1960. The planned 
growth of engineering output is linked to plans for an 
expansion of such exports and to the pattern of specializa- 
tion recommended by the СМЕА.?1 Ву 1980, as much as 
28 per cent of the output of the engineering industry is to 
be exported, and the share of machinery and equipment 
in total exports is to increase from 12 per cent in 1960 to 
57 per cent in 1980. These figures are perhaps the most 
telling indicators of the extent of the industrialization of 
Bulgaria foreseen in the 20-year development рго- 
gramme.”!6 


The share of the chemicals industry in total industrial 
output is also planned to rise sharply over the 20 years 
—from 3.7 per cent to 14 per cent. This reflects the 
planned introduction of new lines of production such as 
plastics, synthetic rubber and artificial fibres, and also a 


215 The following examples indicate the area and extent of 
specialization: 
Output and exports in 1960 and 1980 


1960 1980 


Unis Output Exports Output Exports 
Electric and motor trolleys . . 1000 3A 2.4 120 114 
Electric telpherage equipment . 1000 4.3 3.7 400 390 
PTACtOrs as) otek wy seeders 6 1000 — — 40 27 
Accumulators .......-. Percent 100 67 100 88 
Metal-cutting machines. . . . 1000 2.9 0.7 21 12 
Agricultural machinery ... . Per cent 100 25 100 55-60 
Electric motors = 3... . . 10° kW 0.9 0.5 14.7 9.5 
Locomotives: оон. Unit 213 143 3300 2900 
ть sed wah te Dol one Percent 100 a 100 80 
Transformers ........ Percent 100 29 100 42 


Sources; Rabotnichesko delo, 6 November 1962 and Ikonomicheska Misl, 
No. 8, 1962, p. 40. 

216 Tt is also stated that, whereas in 1960 exports of machinery 
equalled no more than 28 per cent of machinery imported, in 1980 
they will surpass imports by 7 per cent ([konomicheska Misl, No. 8, 
1962, p. 41). 


TABLE 24 
Indicators of industrial expansion under the Bulgarian Plans 


Quantities, values and index numbers 


Branch or product 


СТОПА goth) tems и вое 
ООО В, еее 


aha? ie а Ge) ee oe een ae ee Tay 8 


Crude petroleum 


be, ee es aa, ate eat 


Value or quantity 


Petroleum products 


as 6S) Сл Say 


Мана яч мы dado 


Ferrous metallurgy 


<q. Е: | oy Sieve ves eee 


Cruderstcel =cut. ae ie a canes 


Rolled steel 


Non-ferrous metallurgy 


De oa ae, Ge A ee 


Gementsa set a de roe eee oe 


Chemicals industry % 
Plastics and resins 
Synthetic rubber 


а Wane gr 


aie) psa ple Sat ea СС 


Artificial fibres 


Fertilizers ® 


SEO о ey ДЕ в 2 


Engineering and metal-using 
Consumers’ durables 


Television sets 


Cats а Sens jm: 


Refrigerators 
Cotton fabrics 


Cmte, ее > 355.1 


ЕО И, ic Bee и Seam be 


Unit 1960 1965 1980 
actual plan р 
00 170 650-700 
Index number iO о 
100 500 
Million kW 0.93 12.0 
Billion kWh 4.7 11.3 50-55 
Million tons 17.2 33-34 80-85 
0.2 F 4 
— 2 10 
Billion cu.m _ — 7 
Index number 100 550 2 500 
Million tons 0.25 1.4 4.5-5 
0.20 1.0 3.5-4 
Index number 100 1450 
Million tons 1.6 3.1 10-11 
Index number 100 230 2 500 
Thousand tons 3.1 33 700 
—- — 120 
— = 120 
125 280 * 1 300 
Index number 100 250 1 600-1 700 
Thousands — 95-100 600-650 
— — 120 
6.5 25 300 
Million m 218 280-290 530-570 
19 24-25 35-40 
Million pairs Tes 22-23 40-45 


Sources: As for Table 21; for ferrous metallurgy, Ikonomicheska Méisl, 
No. 8, 1962, p. 33. 


tenfold expansion of the output of fertilizers to ensure 
near self-sufficiency in 1980. 


In the consumer-goods field, the perspective plan 
foresees steep increases in the output of some durables, 
including production of 120,000 cars by 1980 (nil today). 
The relatively modest expansion of output of textile 
fabrics foreseen in the programme may reflect recent 
experience in eastern Europe (see section 3). Food- 
processing — at present of great importance for Bulgarian 
exports — is to be quadrupled over the 20 years, but the 
share of foodstuffs in total exports will decline sharply — 
from 39 per cent in 1960 to 15 per cent in 1980. 


Agricultural Output 


The global output of agriculture is planned to increase 
by 150 per cent from 1960 to 1980, or by 4.7 per cent a 
year. This is considerably above the rate obtained during 
the fifties, but somewhat below that realized during 1956- 
1960 alone (see Tables 21 and 25); it is also of interest 
to note that the Soviet target for the development of 
agricultural output during this period is much higher — 
a 250 per cent increase. The most puzzling feature of the 


@ Including rubber. 
> Tons of nutrient content. 


Bulgarian agricultural plan is its timing. As is indicated 
below, this plan depends heavily on capital and other 
material inputs — on mechanization, irrigation and use 
of fertilizers — the full impact of which cannot be felt 
for some time. Yet the plan foresees a very rapid annual 
rate of expansion during the first quinquennium (1961 to 
1965) of nearly 8 per cent, and a considerable deceleration 
in the second decade to 3.2 per cent. As agricultural 
output hardly grew during 1961 and 1962, the attainment 
of the 1965 targets requires an annual rate of growth of 
nearly 15 per cent for the remaining three years. Without 
exceptionally favourable weather conditions in 1965 they 
can hardly be realized. 

The characteristic feature of the transformation of 
Bulgarian agriculture during the next 20 years will be the 
replacement of labour by capital. By 1980, employment 
is to be cut by half and capital assets to increase to 4.5 
times the 1960 stock. As a result, labour productivity 
will double; but the value of capital per unit of labour will 
increase 9 times and productivity of capital will decline 
by 40-50 per cent. The stock of tractors is planned to 
increase 4-5 times, supplies of mineral fertilizers 7 times 
and the area under irrigation 4 times; by 1980 there 


—— ел 


Global agricultural output 


TABLE 25 


The agricultural production 


targets of the Bulgarian Plans 


i Quantities or values and index numbers 


Unit 


Million leva at constant prices 


GODS otto 5 hue Sees Cee 
Livestock 


Output of major crops 
Bread-grains 
-Fodder-grains 


Thousand tons 


Tobacco 


OC а о А Te PR 


Quintals per ha 
аа gee Eo 
Tobacco 


ie oe ES Aw ee a a ee a Bs 


Thousand 
О сет he ae ka 
Sth. Sle ea See Million 

Per 100 ha of agricultural land 


ee ee Qe YR SD м 


Meat Thousand tons live-weight 
Million litres 
Million 
Thousand tons 


7. i МВ ee ee wee Pee eye 


Index numbers 
1960 1965. 1980 
1955 = 100 1960 = 100 1960. = 100 


1965 
plan 


2 659-2 751 132 145-150 250 
1229 1 721-1 873 2751 134 140-148 224 
605 938 1 834 128 155 303 
2 462 2 646 2 447 128 107 55 
2.355 3 759 6 195 111 159 260 
и": 277 113 
ae 400 
oe i 200 
91 160 110 
196 105-111 142-147 
121 119-127 212 
118 107 117-124 
91 126-129 143-157 
184 155 
91 134 203 
95 137 238 
181 106 168 
169 107 150 
119 112 
197 
242 
117 164 330 
150 163 400 
150 146 300 


Sources: As for Table 21 and /КопоптисйезКа Misl, Мо. 8, 1962, pp. 49-55. Output of all fodder crops is to be quadrupled between 1960 and 1980. 


should be 3.8 tractors (15 HP units) per 100 hectares of 
cultivable area; 60 per cent of the cultivable area should 
be irrigated; and the average use of mineral fertilizers 
should be 230 kg per hectare in terms of pure nutrient. 
The latter represents an extraordinarily high target — 
exceeding the present rate of application in the Nether- 
lands, which is the highest in Europe. 


The main emphasis of the output plan is on animal 
production, the share of which in the global value of 
agricultural output is to rise from 33 per cent in 1960 to 
40 per cent in 1980 (see Table 25). This is reflected in the 
planned cropping pattern: the area sown to bread-grains 
is to decline by one-third, and that under fodder-grains 
and roots to expand in compensation. Output of fodder- 
grains is to be trebled, but that of bread-grains is to remain 
at the 1960 level. Considerable gains are also expected 
in the output of fruit and vegetables; output of tobacco 
is to be smaller in 1980 than in 1965, but this decline is to 
be accompanied by a switch to varieties of higher quality. 
Much of the increased output of animal products, and 
particularly of meat and milk, will be derived from higher 


yields. For those two products the 1965 output targets, 
foreseeing a 64 per cent increase over 1960, appear 
dificult to attain, given the small progress achieved 
during the first two years of this plan period. 


Improvements in Living Standards 


The total consumption fund is planned to expand in 
parallel with national income, by 414-5 times over the 
20 years. Within this total, the share of collective con- 
sumption will be more than doubled and will amount 
to 40 per cent by 1980. This part of the consumption fund 
is to finance, inter alia, free education, cultural and 
medical services, maintenance of children at schools and 
free meals in factory canteens. These measures will con- 
tribute to a narrowing of differences in living standards; 
and this tendency will be further strengthened by reducing 
the spread of individual money incomes. About 31 per 
cent of the total consumption of goods and services will 
be distributed in kind in 1980, against 16 per cent in 
1960; and this policy is reflected in the relatively small 


р. Collective consumption. ..... . | 
: _  Ауегаве money wage... .-..-.- 


» 6 © » We 


a, cet “ie ey 'S) ae ee. < 106 


Housing 
Hospital beds 
Consumption per capita 

Meat and meat products 
Milk and milk products?...... 
Eggs 
Bdiblevoilia. = о о ес 
Sugar and sugar products. ..... 
ruite ss о et ee pears eee ok 
Wegetablesimg. а 
Cotton fabrics. еее 
Woollen fabrics 
Silk fabrics 
Knitted garments 
Rootweart.. < Ac 2 @ foe le 


fy ae, к. ae т ©) 08) Am) et en Rom 


Cheer п О 5 
lege ее je И 9 1 в, ва 


Sources: As for Table 21. 


increase planned for average money wages, which are to 
double over the 20 уеагз.217 

The planned fivefold expansion of the volume of retail 
trade is partly a function of the reduction of on-farm 
consumption and of the greatly enhanced importance of 
public catering: by 1980 catering establishments should 
be able to accommodate 75 per cent of the population. 


Per capita consumption of food is planned to increase 
greatly, as can be seen from the figures in Table 26. 
For meat, milk (and milk products) and eggs, the levels 
to be reached by 1980 are very near to the “ scientific 
norms ” established for the Soviet Twenty-year Plan; 218 
the Bulgarian target for sugar is considerably below the 
Soviet “ norm ” (44 kg), but this is compensated by a very 
high level of fruit consumption (240 kg against 133 kg in 
the Soviet Plan). A high level of consumption of vege- 
tables is also planned. The expected consumption of 
cotton and woollen fabrics in 1980 falls between the 1970 
and 1980 Soviet targets; consumption of silk will be 
lower, but of knitted garments and shoes greater, in 
Bulgaria than in the Soviet Union. By that date almost 
every family should have a television set, a refrigerator, 
a vacuum cleaner and — on average — 11 radios. 


Living space per person (in urban areas) is to increase 
from 7.5 square metres in 1960 to 16 in 1980 — about 
the same target as for the Soviet Union. The planned 
large-scale urbanization will no doubt add to the difficulty 
of solving the housing problem, but the Plan nevertheless 
predicts that housing shortages will be eliminated by 1970. 


*17 Planovo stopanstvo i statistika, No. 9, 1962, p. 14. 
318 See the Survey for 1961, Part 1, Chapter II, р. 56. 


M? living area per capita 
Per 1,000 inhabitants 


Kilogramme 25.4 
Litre 124 189 400 
84 122 320 
9.6 14.1 15 
13.6 17.2 36 
67.1 240 
118 о 200 
14.8 20.4 38 
Deh 3.8 4.7 
0.9 1.6 6.7 
4.7 Pi 12 


@ In milk content. 


Social facilities will be further improved. The number | 
of doctors per thousand inhabitants — already relatively 
high in Bulgaria —is planned to be doubled and the 
number of hospital beds nearly trebled. 


TABLE 27 
Bulgarian foreign trade, 1960 to 1980 Plan 


1960 1965 1970 1980 
actual plan plan plan 


Billion leva % 


EXportses:. hc ое аа ee 0.7 13.225 Sci 
ро ме ое cals kee 0.7 1.2 2.0 4.9 
Percentage of total 
turnover 
Trade turnover with socialist countries . . | 82 80 83 85 
of which : 


with Soviet (Union с eu ae Shee ЖЕ 56 


Percentage of total 


exports 
Machinery and equipment. ....... | Pls к-ст 
Fuels, raw materials and semi-manufactures | 31 .. .. 16 
Foodstuffs..> 2. 202 Bae ae Зое 
Consumers? goods.) ths) eee ое а 18). once вор 

Percentage of total 

imports 
Machinery and equipment. ....... Co le У. Fee SY 
Fuels, raw materials and semi-manufactures | 46 .. .. 36 
Foodstuffs. с сте ae ee ee ЭР Seon 3 
Consumers”soods* 152s ее Seas ae 9 


Source : Vneshna trgoviya, Мо. 11, 1962, рр. 2-3, 
@ Presumably at constant prices, 


Foreign Trade 


Foreign trade turnover is planned to increase faster 


2 than national income. This is particularly true of exports; 
and an export surplus is to be maintained throughout 


the 20 years, both to repay past credits and to finance a 
deficit on service account. Trade is to be concentrated to 
an increasing degree on the other centrally planned 


_ economies and the major shifts in commodity composition 


are in favour of exports of machinery and imports of 
fuels and raw materials. The main foreign trade targets 
are shown in Table 27. 


(b) The 1980 goals for Hungary 


In Hungary the 1965 targets reviewed in the last 
Survey 219 remain unchanged, except for some modifi- 


_. cations of the investment pattern and an increase in 


education expenditures, and have now been supplemented 
by some targets for 1980. The latter indicate the frame- 
work within which the Hungarian planners are working 
on the details of a twenty-year plan which will be given 
precise shape during the next year or two.?2° It is stressed 
that the significance of the new plan lies in its character 
as a statement of the guiding principles for economic 
development during the period rather than in its quanti- 


tative targets. 


The quadrupling of the 1960 volume of the national 
(material) income, seen as attainable by 1980, represents 
a rate of expansion somewhat below the rate postulated 
in the Soviet and Bulgarian programmes; the target for 
global output of industry is noticeably lower, and that 
for agricultural output is close to the Bulgarian target 
— but well below that of the Soviet Union (see above). 
In agriculture, the 1980 production target calls for a 
considerable acceleration of the progress actually achieved 
during the 1960s, but no significant change is foreseen in 
the rate of industrial expansion (see Table 30). Never- 
theless, the rise of labour productivity should accelerate 
both in industry and, even more, in agriculture. The 
output and productivity targets imply that the increase 
in the industrial labour force will slow down, from 
nearly 5 per cent a year during the 1950s to some 2-3 per 
cent a year over the next 20 years, though with little 
increase during the second decade.”#4 The outflow from 
agriculture will continue — at a rate of about 3 per cent 
a year —to the benefit of both industry and the поп- 
productive sectors. However, the expected share of non- 
productive employment in the total by 1980 is relatively 
modest by comparison with expectations in some other 
countries of the region. 


219 Survey for 1961, Part 1, Chapter IJ, pp. 46-47. These targets 
had already been significantly revised after the publication of the 
original directives in 1959. 

220 The review of the new plan indicators which follows is based 
on an article by two members of the staff of the Hungarian National 
Planning Board (I. Hetényi and P. VAlyi, Térsadalmi szemle, No. 1, 
1963, pp. 11-29), in addition to the official Directives of the Party 
Congress and the statistical data given in Table 28 and in the text. 

221 The hope is expressed that working hours outside agriculture 
might be reduced by 20 per cent, but only if industrial labour pro- 
ductivity rises by 7-8 per cent a year instead of the 6 per cent shown 
in Table 28. 
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TABLE 28 
Some 1965 and 1980 Plan targets in Hungary 


Compound annual 


зао ER 
1960 100 ИК 1960 
1960 1965 1980 
Net material product ..... 400 6.559 би 
Global output: 
Industry sina... в > 500 9.68 84 >8.5 
PA STICUIIUTC sant. ctke 42 her Sere 200-250 | 2.3¢ 4.24 4.2 
Global output per man: 
Industry gare. ees wt we 220-230 | 4.2 5.8 6.0 
ен eel |. а 400-500 | 4.6 7.8 
ACCUMMUMAUON о Taran tite: 550 о 8.9 
Сорта 350 6.9е 4.27 6.5 


Sources : Тагзадати szemle, Nos. 8-9, 1962, р. 25 and Мо. 1, 1963, pp. 11-20; 
Népszabadsdg, 21 and 25 November 1962; Statisztikai вуКопуу, 1961, р. 43; Magyar 
Kézlény, No. 74, 1961, рр. 553-568. 

@ Some of the figures in the last two columns are mid-points of a range. 

b Net output, stated by the Hungarian planners to be a better basis for comparison 
with the plan figures than global output (а 10.3 per cent annual rise from 1950 
to 1960) since a smaller difference between the net and gross indices is expected 
in the future than prevailed in the past. 


с 1949-1951 to 1959-1961. 
@ 1956-1960 to 1961-1965. 


е Since there was an export surplus in 1950 and an import surplus in 1960, the 
increase in the national income for distribution was greater than the rise of net 
material product. 


Т Personal consumption only. 


The expected changes in the structure of employment 
and output are as follows (percentages): 


Gainfully employed Net material product 


Sector 


1960 1980 1960 1980 
Indusirys Acts sia 29 35-38 57 70 
Agriculture нь ола sec 36 15-16 23 са. 14% 
Other productive sectors .. 19 26-29 20 ca. 14% 
All productive sectors .. 84 76-80 100 100 
Non-productive sectors. . 16 20-24 — — 


Sources : Tarsadalmi szemle, Nos. 8-9, 1962, р. 25 and No. 1, 1963, pp. 15, 
21 and 22; Statisztikai évkényy, 1961, р. 43. 


It is clear that the programme counts upon a drastic 
narrowing of the present wide gap between net output 
(value added) per worker in industry and in agriculture. 
This is to be achieved partly by improved farming tech- 
niques based on mechanization, an eight-to-ninefold in- 
crease in fertilizer application, and extension of irrigation 
and soil amelioration, and partly by a change in the 
pattern of output. Production of fruits and vegetables for 
export is to be greatly increased, together with production 
of wool and paper-making materials for the national 
processing industries. 


In industry, as in agriculture, the planned pattern of 
development is based on the consideration that “ Hungary 
is a country poor in raw material resources and with 
unfavourable geological conditions. The problem is, 
therefore, not only how to cover requirements, but also 
how to reduce to a minimum the unfavourable con- 
sequences of poverty in raw materials on the costs of raw 
material supply.” 


griculture, part of the answer, as indicated, is to be 

ge in the production pattern to ensure “ optimum 
zation of the climatic and labour conditions of the 
country ”. In industry, the answer is seen to lie in an 


intense effort to raise overall productivity through a 


transformation of the employment and output structure, 
involving greatly increased reliance on international trade. 
This will involve, inter alia, raising the general level of 
scientific and technical training of the labour force, and 
keeping in the van of technological development in the 
limited number of branches chosen as the core of the 
industrial expansion. The number of people with uni- 
versity or equivalent education is to be doubled over the 
20 years, and expenditure on secondary and higher educa- 
tion during 1960-1970 will be 2-3 times higher than during 
1961-1965. A very high rate of investment will be required, 
and the present share of accumulation in net material 
product is planned to rise from the current 25-27 per cent 
to a peak of about 33 per cent in 1980. 

Hungary will become increasingly dependent on im- 
ports for its requirements of energy — to the extent of 
about one-half of the total in 1980, against one-quarter 
today — and domestic output will rise by only 20-30 per 
cent. The only branch of metallurgy to be developed on a 
large scale will be the aluminium industry, based partly 
on the export of alumina to the Soviet Union for trans- 
formation into aluminium, of which Hungary will then 
re-import the quantities it needs for further processing. 
Rapid development of the petro-chemicals industry is 
foreseen, to produce plastics and synthetic fibres. How- 
ever, over the whole field of fuel and raw materials, 
Hungary will depend on imports for about half of its 
needs. 

Among the processing branches, the metal-using group 
will be of primary importance — contributing over 40 
per cent of the net product of all industry by 1980, 
against about 30 per cent today. Precision engineering 
(to expand its output thirty-fold from 1960 to 1980), 
telecommunications equipment (a fifteenfold increase), 
and machine tools, chemicals plant, food-processing 
equipment and motor-buses will be the leading industries 
in this group, with the low-priority lines of production 
expanding only slowly. Among other branches, the 
pharmaceuticals, food-preserving and clothing industries 
are expected to expand fast, particularly in order to 
supply a rapidly rising volume, and varied pattern, of 
exports. 

The planned increase in the consumption fund up to 
1980 is considerably smaller than that written into either 
the Bulgarian or the Soviet Plans.??? It is nevertheless 
stated that the average level to be reached should surpass 
that now prevailing in advanced capitalist countries. By 
1970 each family should have a separate apartment, 
although housing standards cannot be expected to equal, 
even by 1980, the present standards of the most advanced 
countries; on average each family will have a television set 
and 114 radios and “the greater number ” of families 
should have a refrigerator, vacuum cleaner and washing 


*22 In the latter country the planned rise of per capita consumption 
is of about the same order of magnitude as that shown for aggregate 
consumption in Hungary in Table 28 (both figures including social 
consumption). 


О 


machine. Some data at : are 3 


Cereal products : apes 147 95-100 
iE fan) hae a Oa ES ae 47 75-80 м 
м ek eiilvale ). ще 148° 300340 
i t i uivalent) . 4 х | 
ый ; ee Ws Rs Number 156 280-300. 
Sugars seeing aecia tenet 22 Kg 26 35-40 __ 
Ре see eed et eo ns 54 — 110-130 
Ме Бе ое. 80 — 120-130 


Source : Tarsadalmi szemle, Мо. 1, 1963. 


These figures clearly represent an improvement in the 
average diet, though for meat, eggs, sugar, fruits and 
vegetables they are below the comparable “ scientific 
norms” of the Soviet programme.””* Services will pre- 
sumably contribute largely to the promised rise to high 
average living standards, as under the plans of other 
countries of the region. There has so far been no indica- 


tion that the Hungarian authorities contemplate any such . 


marked switch towards free distribution of goods and 
services as is foreshadowed in the Soviet and, to a less 
extent, in the Bulgarian programmes. 


(c) Policies and targets of the new Seven-year (1964-1970) 
Plans of Czechoslovakia and eastern Germany 


Both Czechoslovakia and eastern Germany have now 
abandoned their current long-term plans which should 
have ended in 1965 224 and replaced them with seven-year 
plans covering the years 1964 to 1970; 1963 will be an 
intermediate year, in the course of which the new plans 
will presumably be fully elaborated. The targets announced 
at the respective Party Congresses 225 are both fragmentary 
and preliminary, and have largely been based on expected 
achievements in 1963. Nevertheless, enough has been 
revealed to delineate the basic trends of future develop- 
ment and to provide an insight into the underlying 
policy changes. 


Czechoslovakia 


One of the main features of the Czechoslovak Plan is 
the enhanced role of agriculture. Referring to the dis- 
cussions of the CMEA in June 1962, President Novotny 
said that “it is the duty of every socialist country to 
cover as much as possible the consumption of agricultural 
products by its own production”,226 an aim which can 
hardly be justified by economic arguments alone in the 
case of an economy such as that of Czechoslovakia 
unless the interpretation of the phrase “as much as 
possible ” is to be extremely elastic. No comprehensive 
sets of input and output targets have as yet been published 


223 See the Survey for 1961, Part I, Chapter II, р. 56. 

224 For descriptions of the third Five-year Plan of Czechoslovakia 
(1961-1965) and of the Seven-year Plan of eastern Germany (1958- 
1965) see the Survey for 1959, Chapter Ш. The reasons for the 
abandonment of these plans are discussed in section 1 above. 

225 See, in particular, Rudé Prdvo, 5 December 1962 
Deutschland, 16 January 1963. ane 


#26 Rudé Prdvo, 5 December 1962. 


stated that agriculture should by 1970 approach industry 
in capital intensity, level of technology, and quality 


_ (including, specifically, age-structure) of the labour force. 
_ То fulfil the last objective, the Plan lays down that 


agriculture should receive annually 40,000 young ap- 
_ prentices, preferably recruited in the rural areas. Invest- 


, ‘ment will be directed at improving the quality of the soil 
_ and at achieving “complete” mechanization of agri- 


| 
- 


culture. Ву 1970, 200 kg of mineral fertilizer (pure 
nutrient) should be used per hectare,??? and expected 


_ improvements in yields are illustrated by the following 
Е. figures (quintals per hectare): 


1965 1970 

1960.» 1961 Plan Plan 
Wheat) seme, Sr 23.3 26.0 27.0 32.0 
Sugar-beet. .... 346.3 280.3 324.6 360.0 
Maize as grain . 30.5 24.7 ice 50.0 
Potatoes. sw se 90.0 104.0 180.0 180.0 


The area under wheat and maize is to increase at the 
expense of oats and гуе.?28 


In industry, the priority of engineering and chemicals 
is to be maintained, but the main accent is to be laid on 
quality and specialization rather than on the tempo of 
growth, and an annual rate of growth of 8-10 per cent 
is postulated for engineering output, against the 11.5 per 


cent originally planned for the years 1961 to 1965. In 


engineering, particularly, a narrowing of the range of 
products and standardization are the order of the day, 
as it is felt that this industry has become too complex and 
its pattern of output too varied, resulting in unduly high 
costs of production. Moreover, as a result of industriali- 
zation in other CMEA countries, there is increasing 
scope for international specialization in the industrial 
field and it is considered that the burden of the “ universal 
provider ” so far resting on Czechoslovak industry may 
now be lightened. 


Quality becomes an all-important consideration in the 
plans for the steel industry also. The original 1970 target 
of the 1960-1980 development programme 229 of 14-15 
million tons of crude steel is now scaled down to 
12 million tons — only 114 million tons above the 1965 
goal. The proportion of high-quality steel products, 
however, is to increase greatly since “a high level of 
output is of little use, if at the same time we are short 
of high-quality steels and sheets, without which technical 
progress is impossible ”.*%° 

In coal mining also, emphasis will be put on a more 
rational use of existing resources, on mechanization, 
stabilization of the labour force and improvement of the 
quality of coal produced. This is considered a more 
effective approach than extensive development of output 

217 Near to the highest current western European standard. 

228 The targets for output of animal products in 1970 have not 
been stated in a form permitting comparison with data published for 
past years. They are given in terms of marketed quantities per 
hectare of cultivated 1ап4 — 87 kg of beef, 86 kg of pork, 340 eggs, 
630 litres of milk. 

229 For the few published targets of the Twenty-year Plan see the 
Survey for 1961, Part 1, Chapter II, Table 23. 


280 Rudé Prdvo, 5 December 1962. 
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in increasingly difficult geological conditions. Outpu 
brown coal will increase by 25 per cent and reach about | 
80 million tons in 1970; the corresponding figures for 


they may not yet be available); but it has been 


electricity output are 75 per cent and 50 billion kWh. 


Oil consumption will rise as the pipeline from the Soviet 


Union comes into full utilization. : 

In general, modernization of existing industrial enter- 
prises, and fuller use of existing capacities 231 are to be 
given priority over new construction in the drive to reduce 
costs by reducing the capital/output ratio. As mentioned 
above, a more centralized system of control of investment 
outlay is now being evolved. 


Only fragmentary targets in the field of consumption 
and living standards have been published. Aggregate 
personal (material) consumption is to increase by at 
least 25 per cent from 1963 to 1970, or by 3.2 per cent a 
year (against 5.5 per cent foreseen in the third Five-year 
Plan); sales of meat, meat products, eggs, milk, fruit and 
vegetables are to expand by one-third and of consumers’ 
manufactured goods by rather more. Social amenities 
and benefits are to be further improved. The possibility 
of raising the original target for building 1.2 million 
dwellings during 1959-1970 will be examined. The working 
week will be reduced to 42 hours in general and to 40 hours 
for those working in especially difficult conditions.?%? 


Eastern Germany 


In many respects the guiding policies of the east 
German Seven-year Plan resemble those embodied in the 
Czechoslovak Plan. The emphasis on the “ tidying up ” 
of the economy by eliminating waste, reducing costs, 
improving quality — all at the expense of some slowing 
down of rates of economic growth — seems to be common 
to the two countries, as is the desire for some tightening 
of the planning system and for improved co-ordination 
of plans within the Council for Mutual Economic As- 
sistance in order to increase the scope for specialization 
and mutual trade. In both countries, the stress on pro- 
ductivity improvements stems to a large extent from 
limited labour supplies, whereas difficulties in the agri- 
cultural sector are largely to be blamed for the relatively 
small gains in consumption standards expected during the 
plan period. 

The extent to which the planned rates of expansion in 
eastern Germany have been scaled down compared with 
the previous plan is illustrated for some sectors in Table 29. 
In several instances, particularly in the light industries, 
the 1964-1970 rates are below those currently obtained. 
Moreover, some of the 1970 targets are even below 
those previously set for 1965. A very modest annual 
increase — by eastern European standards — of 4.4 per 
cent is foreseen for national income; and this is certainly 
the lowest rate of economic expansion ever incorporated 
in a long-term plan of any centrally planned economy. 
It remains so even in per capita terms, when allowance is 


231 The Seven-year Plan will aim at generalizing the two-shift 
system throughout industry. At present, the average number of 
shifts worked in engineering is 1.3-1.4. 

232 The reduction of the working week to 42 hours was already 
postulated by the 1961-1965 Plan (see the Survey for 1959, 
Chapter ТШ, р. 12). 
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me indicators of developments under the east German 
ics _ Seven-year Plan (1964-1970) 


Compound annual percentage rates of growth 


1961: = 282-1963 
actual visional | 


National income. .... . 4.1 Mic ..@ 69 4.4 
Global industrial output 5907-57564, 9.4 69 
Electric ромег...... SS dear Al SiO. es 8.8 6.9 
Basic industries ..... Clee 5:9) бе Oe hl 
of which : 
Metallurgy. ...... 5.3 29 4.2 9.3 5.6 
Е ав ee 8.3 8.1 80 10.9 9.0 
Metal-working industries . 6.8 8.6 103 11.7 9.4 
Light industry. ..... AOE Ae 2.5 9.0 3.0 
of which : 
Glass and ceramics. . . . 5.5 4.7 TGA 112.5 
Food-processing industry. . 3.8 0.1 3.9 4.8 2.4 
‘Labour productivity in state 
INGUSITY = ее 72 F907 24 9 74 


Sources : Neues Deutschland, 2 December 1962 and 16 January 1963, national 
statistics, plans and plan-fulfilment reports. 


@ The 1963 plan figure (DM 77 billion) is only about 0.4 per cent above the actual 
1961 level (DM 76.7 billion) shown in Statistisches Jahrbuch, 1962; but the 
difference between the price bases of the two figures — if any — is unclear. 


> Based on data for 11 months. 


made for the small growth of the east German population 
compared with future trends in other centrally planned 
economies.”33 As the share of accumulation in national 
income is to increase from 19-20 per cent in 1963 to 
24 per cent in 1970, there is relatively small scope for 
expansion of (material) consumption levels, given the 
planned increase of national income by 35 per cent. 


288 According to the official projections, the population of eastern 
Germany will increase by 1.2 per cent from 1963 to 1970; the 
working-age population (men aged 16-65, women aged 16-60) is 
expected to decline by 2.8 per cent (Statistische Praxis, Мо. 9, 1962, 
Appendix, p. 2). 


in investment outlays (inclusive of 
share of productive investment is 
cent to 83 per cent. im=riges | rt 

Thus, the additions to (material) output per unit of — 
new capital invested will be markedly lower than рге- 
viously and the overall capital/output ratio will increase. 
This will be largely due to the emphasis given to future 
expansion of particularly capital-intensive branches of 
industry, such as the chemicals industry (especially the — 
petrochemicals branches),2*° the higher processing stages — 
of metallurgy, electronics and other branches contributing — 
to mechanization and automation of productive pro- — 
cesses, and the production of scientific instruments. 
Moreover, in agriculture the stress is on intensification 
and mechanization, which means a further increase in 
capital per worker employed. 

Global industrial output in eastern Germany is to 
expand at the rate of about 7 per cent a year, and will 
lead the overall ехрапз1оп.?36 Among the branch targets 
published, only that for the glass and ceramics industry 
implies a rate of growth higher than foreseen for the 
previous Seven-year Plan; and this branch is to specialize 
in producers’ goods, particularly for industries dependent 
upon technical and scientific progress. Chemicals and 
engineering retain their priorities; and, in addition to the 
greatly reduced planned rates of growth of the light and 
food industries already mentioned, a particularly marked 
deceleration is noticeable in metallurgy. One outcome of 
these differential rates will be a changed structure of 


to rise f 


rom. 


284 Investment outlays are to rise from an expected DM 16.8 
billion in 1963 to DM 28 billion in 1970. The original target for 
1965 was DM 25 billion. It is now clear that the original target for 
DM 142 billion of total outlays during the seven years 1959-1965 
will be missed by a large margin, as during the first five years of 
this period outlays are unlikely to exceed DM 77.5 billion. 

235 Based largely on the completion of the refinery at Schwedt- 
am-Oder and the pipeline thereto from the Urals/Volga oilfields. 

*86 Its share in the global social product — not a very meaningful 


ee — will increase from 66 per cent in 1963 to 70 per cent in 


TABLE 30 
Crop yields and output of animal products in eastern Germany, 1957-1961 and 1970 Plan 


Quantities and percentage increases 


Cerals Fontes Sunt ба ee 
Quintals per hectare сов peer ee ae 
a verage 1957-1961 ce es 24.4 161.2 261.6 60.7 157 731 294 
19629 Sen Oe ee on ae a 4: 158 720 315 
Old 1965:plancy Maes ae ee 30.5 245 385 84 216.7 1187 457 
New 1970/plan= aN a с eee 29 213 319 76 202 985 440 
Percentage increases 
1954-1958 to old 1965 plan. ...., 29 49 36 44 ee с с 
1957-1961 to new 1970 plan... . ’' 19 Зо eae aor Ut 350m Bey 


Sources: As for Table 28. 
@ Live weight. 
> Calculated from percentage increases indicated in the 1963 plan. 


© Planned increases from 1958 to 1965 were: meat 44, milk 80 
С ь ‚ eggs 76. In 
planned from 1962 to 1970 under the new plan are, respectively, 28, 37, о, 
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supply of raw materials — tending to replace steel by 
_ plastics. Electric power generation is to reach 76 billion 
_ kWh in 1970 —an increase of 60 per cent above the 
expected 1963 figure. Labour productivity in state 
industry is to increase somewhat faster than global 
industrial output (7.4 per cent against 6.9 per cent), 
indicating that the development of industry will rely to 
only a very small extent—if апу— оп additional 
_ manpower. 


In agriculture, average yields per hectare are planned 
to increase significantly, but the original targets have 
nevertheless been lowered, both for crops and for animal 
products (see Table 30). 


Compared with the 1959-1961 average, the number of 
cattle per 100 hectares of agricultural land will increase 
by 11.5 per cent, pigs by 2.6 per cent, sheep by 8.5 per cent 
and laying hens by 9.4 per cent. 

Even the modest additions to east German agricultural 
output now planned will involve quite a considerable 
capital outlay. The total agricultural labour force is to 
decline (by an unspecified amount) and mechanization is 
to be pushed particularly far in the production of meat, 
milk and sugar-beet, the output of which per worker is 
to increase by 80, 90 and 65 per cent, respectively. One 
hundred and eight thousand tractors will be supplied to 
agriculture during the seven years (20 per cent more than 
the whole tractor park in the socialized sector in 1961) 
and supplies of fertilizers are to be greatly increased 
(kilogrammes of pure nutrient per hectare): 


Old 1965 New 1970 
1960/61 Plan Plan 
IN: Sha ot 38.3 53 60.5 
Р.О, Вы! 52 58 
K,O 78.0 107 102.5 
CaO 117.1 200 


The existing three types of co-operative farms will be 
brought closer together through a new unified system 
of producer prices; and common planning and directing 


‚ organs for state and co-operative farms are being estab- 
lished — on the lines of the Soviet reforms of 1962.237 


Over the seven years, the consumption fund in eastern 
Germany is planned to increase by 22-23 per cent, total 
personal money incomes by 16 per cent and the volume 
of retail trade by 25 per cent. Commercial supplies of 
some goods are planned on the following scales: 


1963 1970 Percentage 


Product Unit 1961 Expected Plan а 
Е о ya cca 1000 +. 778 790 910 15 
Bitter. 5 eats 222 202 214 6 
Eggs rns) Million 1679 1700 2000 18 
Refrigerators Thousand 147 196 450 130 
Washing machines Thousand 188 235 270 15 
Furniture . Million DM .. 1410 1720 22 
Motor-cars Thousand 57 52 150 190 


According to the First Secretary of the Socialist Unity 
Party, the new Plan foresees about the same commercial 
supplies of meat, butter and basic foodstuffs in 1965 as 
did the original 1958-1965 Plan. As domestic output of 
some of these products (particularly of meat) will certainly 
not reach the levels originally planned, the food import 
bill will remain large—and larger than was earlier 
foreseen. For television sets, refrigerators and cars the 
original 1965 targets will not be met. For other goods, 
such as optical products, ready-made clothing and furni- 
ture, demand has not increased as earlier projected and 
the quantities originally planned for 1965 will no longer 
be needed. The problem is rather to guarantee high 
quality and adequate assortment of such goods to avoid 
accumulation of stocks. 


The preliminary targets announced at the Party 
Congress throw no light on expected future trends in 
east German foreign trade, but it has been stated that 
plan directives will be submitted — ш the course of 
1963 —to other socialist countries and to the CMEA 
for co-ordination. 


237 See the Bulletin, Vol. 14, No. 2, рр. 15-16. 
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СНАРТЕВ П 


Recent economic developments in western Europe 


INTRODUCTION 


For industrialized western Europe — with the exception 
of the United Kingdom — the year 1962 turned out to be 
better than was generally expected at mid-term. The 
slackening growth of investment, which had become 
apparent towards the end of 1961, continued; but con- 
sumption increased in the second half of the year faster 
than had been anticipated. In the United Kingdom, the 
situation has been just the reverse. During the first part 
of the year an upsurge in exports raised hopes of a spread 
of a secondary stimulus to other categories of demand — 
particularly as government policies began to give some 
mild encouragement to expansion; but in fact the economy 
ground to a virtual standstill again during the latter part 
of 1962. Investment demand did not revive, and an 
increase in personal incomes raised savings rather than 
consumption. The level of national income in 1962 hardly 
exceeded that of 1961. For the region as a whole national 
income rose by about 314 per cent over the 1961 level, 
against about 41 per cent from 1960 to 1961. 


Thus, as was anticipated in last year’s SURVEY, con- 
sumption took over from capital formation as the motive 
force of economic expansion in the course of 1962, 
supported by some shift in the distribution of income 
from profits to wages in a number of countries. The 
composition of industrial production changed, with 
consumer-goods industries in many countries recording 
renewed increases in output and orders, while the flow 
of incoming orders to producer-goods industries has 
shown a tendency to decline. Certain basic industries 
continued to suffer from considerable idle capacity. 


The general labour shortage which had been experienced 
on the Continent during 1961 showed some signs of 
relaxation during 1962, although shortages in specific 
sectors and for specific skills have still been keenly felt. 
In the United Kingdom, rising unemployment — due to 
a particularly large crop of school-leavers and to dis- 
hoarding of labour by industries still facing slack demand 
— has caused general concern. Wages increased on the 
whole faster than in 1961, although a deceleration was 
noticeable during the second part of the year in a number 
of countries; but the cost of living rose steeply — largely 
owing to higher food prices — and consequently real 
wage increases were often lower in 1962 than in 1961. 
Rapid wage increases in 1962 were not primarily a 
response to rising consumer prices — this factor started 
to take effect mainly in the second part of the year — 
but rather to the momentum of wage increases granted 
in 1961 and pressures from the wage spiral, strengthened 
by such labour shortages as still remained. 


Wholesale prices — unlike the cost of living and in 
spite of rising wages — did not, on the whole, rise much. 
There were several reasons for this: import prices declined, 
as did the prices of many raw materials and semi- 
manufactures produced in Europe while the prices of 
manufactured goods — although under pressure from 
rising costs—could only rise moderately owing to 
generally strong competition. Nevertheless, upward pres- 
sure on prices was causing increasing concern in several 
countries towards the end of 1962. 

International trade moved towards better equilibrium, 
largely owing to a combination of domestic price increases 
and keen international competition in a number of coun- 
tries earlier in heavy balance-of-payments surplus and 
the low level of activity and demand for imports in the 
United Kingdom. Imports rose more than exports in 
most countries; but Denmark was the only country to 
face a balance-of-payments crisis. In contrast with 1961, 
the year 1962 was characterized by a decrease in strains 
on international payments and by a virtual absence of 
speculative short-term capital movements. 

As demand pressures in continental western Europe 
relaxed, except in a few countries, economic policies in 
the course of 1962 were generally aimed mainly at keeping 
the economies moving along the paths of moderate 
expansion. In the United Kingdom, in keeping with its 
different economic circumstances, the deflationary policy 
introduced in 1961 was gradually relaxed during 1962. 
Further stimulating measures, which were taken in the 
latter part of the year, remained with little effect; and in 
1963 the Government is still facing a sluggish economy 
and the threat of rising unemployment. 

It seems that, in 1963, investment in manufacturing 
industry will slacken further in western Europe as a 
whole, and in most individual countries, and that the 
rate of overall expansion will depend — even more than 
in 1962 — оп the strength of public expenditures and 
consumer demand. It is important therefore that attempts 
to maintain price stability should not be of such a nature 
as to depress consumer demand in those countries where 
growing spare capacity tends to discourage the rise of 
investment. 

Continuing wage and price rises have now become a 
major concern of almost all western European govern- 
ments, and are generally considered as the main threat 
to economic stability in 1963 — and ultimately to the 
continuance of expansion. Considerable efforts have been 
made to formulate incomes policies and to find effective 
policy instruments, short of direct wage and price controls, 
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cils, sometimes including government representation, 
consider the claims on increases in income of the 
fferent economic groups in conjunction both with one 


another and with the expected rise in national income. 


The results have not been everywhere equally favourable 
since success depends solely on the mutual trust and 
goodwill of the respective parties, and on their wish to 
arrive at a compromise — which did not in all cases exist. 
However, in a situation in which the western European 
economies have become closely interdependent, in which 


1. NATIONAL OUTPUT AND THE SOURCES OF DEMAND 


Output and Demand in 1962 


The national output of the industrial countries of 
western Europe increased less fast in 1962 — by about 
ЗИ, per cent, on average, against about 414 per cent in 
1961. Nevertheless, the slow-down of expansion was small 
compared with that of 1961 (when the increment of out- 
put was only two-thirds of that achieved in the previous 
year), and in several countries it was barely perceptible. 
France and the United Kingdom were the two economies 
with, respectively, the best and the worst performance: 
the former country alone accelerated its rate of expansion 
of output appreciably — from a 4.5 per cent increment 
in 1961 to one of 6.3 per cent in 1962; and the United 
Kingdom had the sorry distinction of being the only 
western European country whose volume of national 
output was practically unchanged from the previous 
year.! Of the other nine countries shown in Table 1, 
national product rose slightly faster than in 1961 in one 
— the Netherlands — and slightly more slowly in two — 
Belgium and Denmark. A more marked deceleration, 
with rates of growth ranging between one-fourth and 
two-fifths below those of 1961, occurred in Finland, 
western Germany, Italy, Norway and Sweden; and in the 
remaining country — Austria— the rate of expansion 
was only about half that of the previous year. 


The main cause of the deceleration was clearly a 
slackening of investment demand. In Austria and the 
United Kingdom there was an absolute decline in the 
volume of gross fixed investment (compared with a brisk 
expansion in 1961), while consumption and export 
demand grew less fast; and, as can be seen from the table, 
the rate of growth of investment fell in all industrial 
countries of western Europe. In France the deceleration 
was barely noticeable; in Norway and Sweden the rate 
was about one-fourth —and in the Netherlands one- 
third — lower than in 1961; and the other industrial 
countries of the region returned, on average, rates of 
expansion of investment about half as high as those of 
1961, or even less.? 


1 The United Kingdom’s gross domestic product was only 0.2 
per cent greater in volume in 1962 than in 1961, but an improvement 
set in during the year, so that GNP in the fourth quarter of 1962 is 
estimated to have been 1% per cent greater than at the end of 1961. 

* Throughout this section, unless otherwise stated, “ investment ” 


refers to gross fixed capital formation, and all comparisons are in 
volume terms. 


if om of . m qu . 
and progressive reduction of trade vi 
ee an accepted premise of economic policy 


ade, or are planned, with joint employer-labour : : eee 
made, or are planned, with jor р уег-1 ` Fdustrialized countries, and in which changes in 


change rates have been tacitly rejected as instruments of — 
policy to be used other than in dire emergency, only 
direct influences on the domestic cost (and thus price) 
level or on the level of economic activity remain as” 
means of maintaining balances of payments in equilibrium. 
The chances of a continuing smooth international ex- 
pansion will be greatly improved if the former type of 
measures can be strengthened and the burden on the 


latter reduced. 


The slackening of export demand was neither so wide- 
spread nor so pronounced. Four countries returned faster | 
rates of growth in 1962 than in 1961 — Belgium, western — 
Germany, the Netherlands and Sweden. In two others — 
Italy and Norway — the slow-down was comparatively 
small (and in the former country still represented a very 
vigorous expansion); but in Finland, France and the 
United Kingdom the weakening in the expansionary im- 
pulse generated by export demand was appreciable, with 
rates of increase falling by one-third, four-fifths and three- 
fourths, respectively. 


The strength of consumption demand as a whole — in 
contrast with both investment and exports — was practi- 
cally unimpaired in 1962, as compared with 1961, and 
nearly everywhere rose as fast as or faster than the growth 
of national output. In general, the volume of private 
consumption expanded steadily, at rates approaching 
those of the previous year; but there was an appreciable 
slow-down in Norway, Sweden and the United Kingdom, 
which returned rates of expansion only half as great as in 
1961, and a slighter deceleration in Finland and Austria. 
A number of countries appreciably raised their rates of 
growth of public consumption; in western Germany and 
Norway the rate went up by almost one-half and there was 
a marked acceleration in Italy and the Netherlands. The 
previous year’s rate of growth of public consumption was 
maintained in the other countries listed in the table — 
except the United Kingdom (4 per cent, against 5.4 per 
cent in 1961) and Finland (7 per cent against 8 per cent). 


In sum, and as forecast in last year’s SuRvEY, fixed 
investment lost its place as the main source of expansion 
in western Europe as a whole in 1962. It remained the 
most dynamic of the three principal sectors of final 
demand only in France and Norway. In all the countries 
shown in the table — except Austria, Italy and Finland — 
the growth of investment had exceeded that of consump- 
tion and exports in 1961. The same was true in 1960 — 
except that then several others joined Italy as economies 
which owed their expansion as much to the growth of 
exports as to investment. Going one year farther back 
— to 1959, which for most of western Europe was the 
first year of the boom —exports and investment in 
construction were the driving force behind the renewed 
expansion of demand and output. Thus, the pattern of 
growth of demand in 1962 differed from that of any of 
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Netherlands 1961 2.1 6.8 4.3 7.4 
1962 3 6 4 5 
1963 4.5 6 5 2.5 
Могиау?. ..... 1961 5.9 9.9 7.2 9.9 
1962 3.4 5.7 4.2 7.6 
1963 4 3-4 4 3 
Sweden®. ..... 1961 6.0 0.6 4.9 5.6 
1962 5.5 5.3 3.8 42 
1963 3:5 3 3.5 35 
United Kingdom 1961 2.6 — 727) 8.5 


Sources: National statistics, and OECD, Statistical Bulletins — General 
Statistics for 1961. Preliminary figures for 1962 and forecasts for 1963 were derived 
from the following publications: 

Austria; Monatsberichte des Osterreichischen Institutes fiir Wirtschaftsforschung, 
various issues. 

Belgium: Conseil Central de ГЕсопопие, Avis sur V’évolution de la conijoncture, la 
conception du budget économique et les études relatives a la consommation privée, 
Séances pléniéres des 6 et 7 mars 1963. 

Denmark: Statistiske efterretninger, 1962:58. 

Finland: Ministry of Finance, Economic Survey 1962. 

France: Comptes prévisionnels de la Nation pour 1962 et principales hypotheses 
économiques pour 1963. 

Western Germany: Bericht iiber die Wirtschaftsentwicklung im Jahre 1962 und die 
Aussichten fiir 1963, Sonderhefte zum Bericht tiber die Wirtschaftliche Lage in 
der Bundesrepublik Deutschland, Heft 7, February 1963. 


=07 5.9 10.7 4.5 2.9 3.7 
4.5 4 5.5 
4 2 7 
a 4.04 6.2 4.6 6.7 
ба 12.1 4 2.9 7.0 5.9 
а 3-44 3 6 6 
5.6 50 6.1 5.5 5.5 42 
5.4 3.7 4.1 3.1 6.1 6.9 
8 7 Se 4 6.5 3 
5.6 13.5 6.7 1.4 5.4 3.2 
—6.5 | 0.8 4.0 0.8 


Italy: CEE, La situation économique de la Communauté, Rapport trimestriel No. 4, 
December 1962. 


Netherlands: Centraal economisch plan 1963. 

Norway: St. meld. Nr. 1 (1962-1963), On Nasjonalbudsjettet 1963. 

Sweden: Prelimindr nationalbudget fér dr 1963, S.O.U. 1963:8. 

United Kingdom: National Institute of Economic and Social Research, Economic 
Review, February 1963. 

@ Based on three quarters only. 

Ь Gross-gross concepts. 

Сс French national accounts’ concepts. 

@ Excluding ships. 


TABLE 2 
The sources of aggregate demand in western Europe,? 1958 to 1961 
(Percentage increases in volume from 1958 ) 


Public Gross Bred ae 
sage Stion re Dwellings | construc- | #24 equipment 

Ра 

: 16.2 
Total, western Europe* ..... 14 Reiger 
Western Germany® ....... 22 25 nd а 
О es Bee el tiene ae 14 11 See mn 
Ань ее 20 16 т о 

ева o>, se oe. 17 7 ae 
European Economic Community 17 ne es 


ce OMe CCT бо ЕС СЮ 


Sources: OECD, Statistical Bulletins — General Statistics, November 1962; 
and national statistics. 


the preceding years of the boom; at the same time the 
average rate of growth of national output was lower than 
in any of the three previous years of expansion (less than 
4 per cent against an average of over 5 per cent for the 
previous three years). 


This changing constellation of demand forces prompts 
the question whether the slackening growth of investment 
in national output in 1962 means that the investment 
boom — and perhaps the general business boom — are 
now going to peter out and, if so, why. Even a tentative 
answer requires, first of all, a brief survey of the scope 
and structure of investment in the past four years. 


The resurgence of demand, 1959-1961 


In the three years following the lull of 1958, the aggre- 
gate national output of western Europe rose by just over 
16 per cent. The expansion of total consumption, both 
private and public, was slightly slower, and that of gross 
fixed investment and exports considerably greater. Table 2 
shows the growth of national output and of the broad 
categories of final demand in western Europe from 1958 
to 1961. 


Since the aggregates for western Europe include several 
economies — notably those in the south of the region — 
which are still at a comparatively early stage of industri- 
alization, it is instructive to see whether the highly 
industrialized countries of the region conformed, indi- 
vidually, to this general pattern.? It is clear from Table 2 
that the countries members of the European Economic 
Community (EEC) enjoyed a swifter growth of national 
output. But the relative movements of the various com- 
ponents of final demand closely resembled those of the 
aggregates for western Europe as a whole: private and 
public consumption both went up in about the same 
proportion — 17-18 per cent, or slightly less than aggre- 


* That they should do so as a group is little more than a statistical 
truism, given their weight in western European aggregates. 


@ OECD Europe, excluding Spain. ; 
> Original data have been linked to include the Saar throughout the period. 


gate domestic output (almost 19 per cent); and gross 
fixed investment and exports were plainly the major 
sources of expansion (increasing by 30 and 34 per cent, 
respectively). The same relative proportions also obtained 
in Sweden and the United Kingdom, even though their 
rates of expansion of output were lower — in the latter 
country appreciably so (see Chart 1). However, in these 
two countries, as well as in Denmark, western Germany 
and the Netherlands, the growth of export demand was 
manifestly less than that of investment. 


Reverting to the aggregates for western Europe as a 
whole, the first question to be answered is whether 
exports or investment made the more important con- 
tribution to the expansion of total demand. At first sight, 
the data presented in Table 2 seem to indicate only a 
slight lead of investment demand, with a total expansion 
over the period of 29 per cent as compared with a rise 
of 26 per cent in exports. However, a very large part of 
western Europe’s total commodity exports (55 per cent 
in the period 1958-1961) is directed to destinations within 
the region, and thus contributes nothing directly to the 
growth of the area’s aggregate national product. (The 
induced effects on growth of output of the more efficient 
use of resources, higher productivity, buoyant expecta- 
tions, etc. are, of course, of great importance, but they 
are unmeasurable.) Commodity exports to destinations 
outside the area hardly rose in volume over the three years 
(see Table 2a). Nevertheless, it would be wrong to 
conclude that extra-European demand for exports had no 
expansionary effect on western European output during 
the period under review. Clearly, a strong autonomous 
increase in export demand, if it occurs at a time of high 
employment and capacity utilization in western Europe, 
can provide a powerful incentive to increased investment. 
Such an increase did, in fact, occur in 1959, when the 
United States economy began to revive and western 
European exports to that country rose by 31 per cent. 
On the other hand, buoyant investment (or, indeed, 
consumption) demand in western Europe can induce a 
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3 | CHART 1 aa 
_ The growth of national output and of the sources of demand, 1954-1961 
Billions of national currencies — for Italy, thousands of billions — at constant 1954 prices 


Private ae Exports of goods 


consumption and services 


Note. — The data for western Germany in 1960 and 1961 include the Saar. The margin between the line showing total GNP and that showing the sum of 
consumption and investment outlays represents net exports plus stock accumulation. 


vigorous upsurge in the region’s imports, which in turn 
generates additional purchasing power overseas which 
may later raise demand for European exports. An 
investment-induced growth of imports occurred late in 
1959 and early in 1960, with the result that the volume 
of western Europe’s imports from overseas in 1960 was 
19 per cent greater than in the previous year. However, 
worsening terms of trade for the primary-producing 


countries and slackening expansion in North America 
prevented any significant subsequent rise in western 
European exports. 

The year 1959 saw, in effect, the confluence of two 
streams of rising demand — a boom in exports to North 
America, associated with the economic upswing in the 
United States, and a boom in investment associated with 
the consolidation of the Common Market. In the two 


Taro oe 


uh 


ae: f aggregate national product in western Europe,” 
_ 19590 1961 


Percentages 


Distribution Average 


ь | nation 9 year! 
Category pet tote 1959: 1960 1961 iacteaseal 
1958 1959 to 1961 
Private consumption 66 59 55 70 60.8 
Public consumption. . . 13 12 9 16 11.8 
Gross fixed investment 19 32 33 40 34.6 
of which: 
(a) Residential construction . 4 9 3 5 5.6 
(6) Other construction. . . . 6 10 8 12 9.9 
(c) Machinery and equipment . | 9 12 21 22 19.1 
Change in stocks. .... 1 — 24—22 Эй 
Exports of goods and зег- 
VICES eRe cue SLs 25 48 41 31 39.8 
of which : 
Commodity exports to outside 
Europe- ее. 8 15 9 1 8.2 
Less imports of goods and 
ЗОРИ ats 24 52 61 34 49.7 
of which : 
Commodity imports from out- 4 
sidé‘Europe. ... =. . 11 13 31 2 17 
Net exports or (—) imports 1 —4—20 —3 —9.9 
О Meee Hae 100 100 100 100 #100 


Sources : OECD, Statistical Bulletins — General Statistics, November 1962. 
@ OECD Europe, excluding Spain. 


following years the relative importance of extra-European 
export demand sharply declined, while that of investment 
grew steadily. 


An outstanding feature of Table 2a is western Europe’s 
high marginal propensity to import during the peak of 
the expansion — ш 1960 — indicating a comparatively 
low regional elasticity of supply of certain basic raw 
materials. Over the three-year period, western Europe’s 
demand for imports from outside the region increased 
much more than external demand for western European 
exports and sufficiently to offset roughly 15 per cent of the 
increment of demand generated by investment and con- 
sumption within the area plus exports to non-European 
destinations. 


The preponderant share of private consumption in 
total demand in western Europe (some 65 per cent of 
aggregate national product during the three-year period) 
means that even a small percentage increase in its volume 
from one year to the next represents the lion’s share of 
the total increment of national expenditure. It is, however, 
reasonable to assume that most of the increase in private 
consumption in the short period considered has been 
income-induced — though redistribution of income, re- 
duction in taxation and a change in the propensity to 
consume are means Фу which the volume of private 
consumption can rise independently of the development 
of export or investment demand. But generally the 
expansionary effect on total output of rising consumption 
is less than that of an increase in demand originating 


in the incre- 


final demand during the period under review but als 
driving force behind what was, in effect, an “inves 
boom” in western Europe. 
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The scope and structure of the investment boom, 1959-1961 | 


Some indication of the broad distribution of gross 
fixed investment by type of asset during the boom can be 
gathered from Tables 1, 2 and 2a. For western Europe 
as a whole, investment in residential construction was the | 
laggard sector in the three broad categories of gross fixed 4 
investment distinguished, whereas outlays on machinery = 
and equipment and on non-residential construction rose 
at not dissimilar rates — although expansion in the former 
category was rather more vigorous (see Table 2). The 
same emphasis — but with a much more pronounced 
bias in favour of investment in machinery and equipment 
— occurred in the structure of investment in the EEC 
countries, both combined and severally.® In contrast, the 
strength of the investment boom in Sweden, Denmark and 
the United Kingdom originated in the vigorous upsurge 
of investment in construction— and in dwellings in 
particular in the last two countries. Taking western Europe 
as a whole, investment in machinery and equipment 
absorbed fully 19 per cent of the expansion of aggregate 
product during the period under review, as against about 
10 per cent and just under 6 per cent for non-residential 
and residential construction, respectively. The investment 
distribution in Italy and the Netherlands were extreme 
cases of the pre-eminence of outlays on machinery and 
equipment — with increases of 69 per cent and 47 per cent 
respectively, compared with increases in investment in 
dwellings of only 13 per cent and 2 per cent — reflecting 
in the latter country both the inelasticity of supply in the 
building industry and the success of the government’s 
policy of restraint of demand for construction. Almost at 
the other pole, the volume of investment in residential 
construction in the United Kingdom increased by 36 per 
cent, and in machinery and equipment by only 21 per cent. 
France and western Germany were in an intermediate 
position, with the rates of increase in the various categories 
of investment demand grouped fairly close together 


“ However, in some countries there appears to have been a shift 
in the share of disposable income going to wage-earners, particularly 
towards the end of the period; the measurable change in the share 
ны income in total factor income is discussed in section 5 

elow. 


_*In the industrial countries of western Europe an increase in 
disposable personal incomes is spent more on services and on imports 
than on domestically produced commodities (see the SURVEY for 
1957, Chapters П and III). 


* The contrast between the structure of investment in the EEC 
countries (no data from Belgium in 1961 are available) and that of 
the other western European countries is striking. The rate of increase 
of investment in machinery and equipment was more than twice 
as great as that in dwellings and one-third higher than the rate of 
increase in other construction — i.e. a much more pronounced bias 


of investment towards directly productive industrial uses than in 
the other countries listed. 
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‘ 


(although the expansion in the latter country was twice 


as fast as in the former). In Sweden alone was investment - 


in commercial and industrial construction the most 
expansionary component of investment expenditure, con- 
stituting one-half of the increase in total investment over 


the period. 


Consideration of the year-to-year changes in the relative 
importance of the various categories of final expenditure 
introduce some modifications to these tendencies that 
were valid for the period as a whole. Investment in 
residential construction, for instance, is seen to have 
accounted for almost one-tenth of the expansion of final 
demand in 1959, but subsequently diminished in im- 
portance. The upthrust imparted by outlays on machinery 
and equipment came in 1960 and 1961, when the incre- 
ment of demand in this sector was four times as large as 
that for dwellings, whereas in 1959 the share of each of 
these categories of demand in the increment of total 
output was about the same. 


There was also a striking parallelism in the year-by- 
year movements of stocks and net imports. In 1960 the 
import surplus was equivalent to some 20 per cent of the 
increment in aggregate national product, while investment 
in stocks represented 24 per cent of additional demand.’ 
In the following year, however, there was an almost 
equivalent decrease in stockbuilding, while the growth of 
net imports fell by almost one-half in real terms. Hence 
the divergent movements of stocks and net imports in the 
two years 1959-1960 were virtually counteracting in their 
impact on demand for western European resources. 


In passing, it may be noted that there was a very close 
correlation between high (or low) rates of growth of gross 
fixed investment and high (or low) rates of growth of 


7 The vigour of stockbuilding in western Europe in 1960 had a 
marked influence on the extraordinarily rapid growth of the region’s 
imports —cf. the Economic Bulletin for Europe, Vol. 13, No. 1, 
p. 6. Of course, the bumper harvest of 1959 also led to a higher level 
of agricultural stocks in the following year. 
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gross national product during the period, as can be seen 
from Table 2, where the rank of countries in descending 
order of these magnitudes is indicated. Among the EEC 
countries, Italy, western Germany and the Netherlands 
returned the highest rates of growth of fixed investment 
(in that order) and enjoyed the fastest expansion of out- 
put. Significantly, the co-variation is spoiled — and even 
then, only slightly — by the three countries, Denmark, 
Sweden and the United Kingdom, where investment in 
construction was the most expansionary component of 
rising investment demand.® The conclusion is that those 
countries where productive investment (in this context, 
investment in machinery and equipment) rose most 
enjoyed the swiftest growth of total output. However, this 
circumstance does not in itself warrant any inference as to 
a causal connexion between the two. As one distinguished 
proponent of the view that the growth of productive 
investment is mainly induced by the growth of con- 
sumption has put it, “ Dogs wag tails, as well as tails 
dogs.” ® 


The Sectoral and Branch Distribution of Fixed Investment 


Investment in manufacturing industry might be ex- 
pected, a priori, to grow faster than outlays in other major 
sectors in the highly developed countries of western 
Europe during a phase of vigorous economic expansion. 
Table 3 provides some support for this presumption; but 
it also indicates a remarkable lack of uniformity among 
countries in relative sectoral rates of expansion of fixed 
investment. In two of the countries shown in the table — 
western Germany and Sweden — the expansion of gross 
fixed investment in manufacturing industry was clearly 


8 It is noteworthy that in none of these countries was the induce- 
ment to invest in anticipation of keener international competition 
within the Common Market as strong as in the other countries 
shown in the table. 


® Sir Denis Robertson, Essays in Monetary Theory, London, 1940, 
p. 120. 


TABLE 3 


Gross fixed investment by sector in certain western European countries, 1958 to 1961 


A. Percentage increase in volume, 1958 to 1961 
B. Percentage distribution of increment, 1958 to 1961 
C. Average percentage share of each sector in fixed investment, 1949-1958 
D. Average percentage share of each sector in fixed investment, 1959-1961 
Sector — Agriculture, fishing, Manufacturing Transport ; Dwellings Servicss 
Country | forestry, etc. and construction and communications 
A B A B Сс т AVS BB CY О Av’ "BY U@*esD 
IETANCE). ож: one 34.2 _ 32.2 337 186 1015 142 1392482313502 241 № 18 
а Germany @® 55:2 90 31.8 13015162706 23 21 | 51:023:5 12819 
Italy ah 60.7 30.9 93.5 32.9 20 18 112.5 8.5 22 24 |445 169 12 16 
Netherlands. 45.0% 38.62 226 013.5.231r19, | 2.313949 17 AhaS6TI99eT3 30 
Sweden 49.2 46.9 143 "143123 22110] 121" 25) 2471 316, 20: lagl2 15 
обо 1 32:8; 33.3 7361 3.6583. 12 (36:1 23.3 521% 194|:35:6 317820) -24 


United Kingdom 


Sources : OECD, Statistical Bulletins — General Statistics, November 1962; 
and national statistics. 

Note. — For all countries except France, the data are based on constant 1954 
prices; those for France are at current prices. For France, the data in column С 
relate to the years 1954-1958. 


@ Data for 1960 and 1961 include the Saar. 
> Electricity, gas and water and mining are included in manufacturing industry. 
с The bulk of capital outlays on road freight transport is included in services. 
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greater than in any other sector, and in France the rates 
of growth of investment in manufacturing industry, 
transport and services were about equal. In Italy the 
growth of investment in transport and communications 
was greater by far — 94 per cent as against 61 per cent — 
but probably for largely statistical reasons, since a sizeable 
proportion of private motor-cars is recorded in Italy as 
serving commercial purposes.!° Notwithstanding this 
upsurge in investment in transport and communications, 
the share of this sector in total investment in Italy (seen 
by comparing columns C and D in Table 3) was slightly 
less in the three-year period under consideration than the 
average for the preceding decade. In the Netherlands, the 
dynamics of investment in agriculture and fisheries sur- 
passed that of manufacturing industry. This rather 
curious discrepancy is presumably due largely to the fact 
that investment in the two former sectors in 1958 — the 
base year — was unusually low, and was in any case of 
small moment (only 7 per cent — as shown in column B) 
in the total expansion of investment demand in that 
country; moreover, the share of agriculture and fisheries 
in total investment in the Netherlands fell (as it did in all 
the countries shown in the table) to only 4 per cent. 


It is somewhat surprising to see that only in western 
Germany was there any appreciable increase in the share 
of manufacturing investment in total fixed investment — 
from 26 to 30 per cent; in all the other countries shown 
the share declined slightly and in France by as much as 
4 percentage points. The corollary is to be seen in the last 
column of the table, where the share of services and social 
amenities in total fixed investment is shown to have risen 
appreciably everywhere — and to have more than doubled 
in the Netherlands. Although in the initial stages of a 
revival the service industries can cope with a steep in- 
crease in demand without having recourse to new invest- 
ment, the emergence of a pattern of consumer expenditure 
in which services (such as tourism) appear likely to have 
a permanently higher weight will stimulate investment in 
the service sector. The mushroom development in western 
Europe in recent years of motor-car service stations, 
self-service shops, etc., is reflected not only in the increase 
in the share of services in total investment (columns С 
and О), but also in column A of Table 3.11 


10 The share of motor-cars in investment in the transport sector 
was nearly 60 per cent in 1961 and investment in motor-cars for 
commercial purposes more than doubled between 1958 and 1961. 
Two other very expansionary elements of investment in this sector 
were telecommunications (largely the extension of the television 
transmitter network) and shipping and aircraft — capital outlays 
on both of which rose by about 60 per cent over the period. 


11 Government capital expenditures in the services sector were 
in general less buoyant, as the following figures for a few countries 
show (percentage increases in volume, 1958-1961): 


Public 
administration Other services 

France ® а... 34.2 5 36.4 
Western Germany ..... 38 59. 

а < 37.0 55.2 
Netherlands’3° м... 38.4 С Slat 
Sweden hives thon). Looe. 8.0 36.1 
United Kingdom. ....., 67.3 30.1 


NOTE. — Unless otherwise stated, investment in public health 
and education is included in “ Other services ”, 


@ At current prices. 
> Including public health and education. 


с Comprises all general fixed capital formation other than invest- 
ment in public education, which is included in “ Other services ”. 


_ Ошу Italy raised the share of the dwellings sector in 
total investment — from 22 to 24 per cent; elsewhere the 
share of the sector fell — by as much as one-tenth in 
western Germany, the Netherlands and the United King- 
dom. The success of the authorities’ policy of limiting 
residential construction in the Netherlands is apparent: 
investment rose over the period by only 2.3 per cent, 
absorbed only 1.3 per cent of the increment in total out- 
put, and fell as a share of total fixed investment from 19 
to 17 per cent. The public-utilities sector maintained its 
share in four of the countries shown, but increased it from 
7 to 10 per cent of total investment in France. Finally, the 
table shows — as was to be expected — that manufacturing 
industry absorbed the largest part of the increment of total 
fixed investment in all the countries shown, with shares 
ranging between one-third and one-half. The Netherlands, 
however, was a borderline case, inasmuch as services 
absorbed as much of the increase in investment during 
the period as did manufacturing industry. 


The remarkable upsurge of investment in manufacturing 
industry between 1959 and 1961, and the growing dis- 
proportion between its rate of growth and that of indus- 
trial production, are illustrated in Chart 2. By mid-1959 
the slope of industrial investment outlays had become very 
steep in six of the countries shown (in the seventh 
— Belgium — the revival set in during 1958 and was less 
vigorous). But already in 1960 the nearly parallel develop- 
ment of industrial investment and output, which had 
characterized the preceding two or three years, gave way 
to a mounting divergence between the two: there was no 
abatement in the upsurge of investment, whereas the 
curve of industrial production began to flatten out in 1960. 
At one extreme, output in the United Kingdom stagnated 
while investment continued to climb until 1962; at the 
other, Belgium maintained modest rates of expansion of 
both investment and production. Austria and Sweden 
were in almost the same case as the United Kingdom, 
inasmuch as both were confronted with a widening 
divergence between the rates of growth of industrial 
investment and output — mainly because of the moderate 
progress of the latter. Even in Italy, where the deceleration 
in the industrial expansion was slight, there was a growing 
discrepancy between the two growth rates in 1960 and 
1961 as is shown in the Chart. Disregarding the remote 
possibility that the structure of the new investment under- 
taken in these years was such as to imply a much higher 
capital/output ratio than in earlier years, it is evident 
that this disproportion between growth rates of invest- 
ment and output in industry could lead only to a sharp 
reduction in the former, or to a steep increase in idle 
capacity, or —as indeed happened —to both in turn 
(see below). The clearest examples of this process in 1962 
were Austria and the United Kingdom, where the in- 
congruity between the two curves was greatest, and in 
both of which investment in manufacturing industry 
declined absolutely. 


Five of the countries so far considered provide data on 
the distribution of fixed investment by branches of manu- 
facturing industry, and this information is shown in 
Table 4. These countries increased the volume of their 
gross fixed investment in this sector by between 33 and 
55 per cent between 1958 and 1961, and it is of interest 
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Sources : OECD, Statistical Bulletins — General 
Statistics, and national statistics. 


Nore. — Data for output comprise manufacturing 
industry, mining and public utilities. 

@ Private transportation and some services are included 
in investment. 

b Quarrying, electricity, gas and water, transport and 
communications, and some services are included in 
investment. 

с Mining, and electricity, gas and water are included in 
investment. 
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TABLE 4 


Distribution of fixed investment in manufacturing industry by branches, 1959 to 1961 


A. Shares in the increment of investment, 1958 to 1961 
B. Average share in total investment in manufacturing, 1954-1958 
C. Average share in total investment in manufacturing, 1959-1961 


Branch 


. Food, drink, tobacco 
. Textiles, etc. 
. Chemicals 

. Metal-making. .... 
. Metal-using. ..... 
. Pulp, paper, printing. . 
. Other 
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Sources ; National statistics. 
@ Constant 1950 prices. 
> Current prices. 


to see which branches contributed most to the expansion 
of industrial investment demand. The shares of both total 
industrial fixed investment and its increment going to 
metal-making and metal-using combined in western 
Germany and the United Kingdom were virtually 
identical during the investment boom, but the metal- 
making branch took a much larger part of increment in 
the latter country.!2 Accordingly, the share of the metal- 
making branch in total fixed investment rose in the 
United Kingdom during the period, but fell in western 
Germany; and the converse was true of metal-using. 


In France these two branches together accounted for 
some 50 per cent of total fixed industrial investment during 
the period, but for more than 70 per cent of the increment 
— again mainly on account of the metal-using branch, 
with the result that its share in total industrial investment 
rose sharply. The growth of investment in the food and 
textiles branches was rather similar in the five countries 
listed and the share of those branches in total investment 
declined everywhere — except in the United Kingdom and 
the Netherlands, where the foodstuffs branch continued 
to take 1114 per cent and 16 per cent of the total. The 
comparatively large share of the textiles branch in incre- 
mental investment in the United Kingdom — particularly 
at a time when its output was stagnating — can perhaps 
be explained as “ defensive” investment in a declining 
industry, with government support under the terms of 
the July 1959 scheme for the reorganization of the cotton 
industry; the equally high share of the textiles industry 
in incremental investment in the Netherlands was at least 
accompanied Буа 14 per cent rise in output. The remain- 
ing differences — such as the high share of pulp, paper and 
printing in Sweden — аге mainly attributable to well- 
known inter-country differences in industrial structure. 


in In the United Kingdom, the considerable expansion of steel- 
mill capacity led to a steady fall in the degree of capacity utilization, 
see page 13. 


100 


100 


€ 1956-1958. 
@ Including extracting of gas and petroleum. 
е Including ore mining. 


The development of investment demand in 1962 


Outlays on gross fixed capital formation in the industrial 
countries of western Europe rose, on average, by some 
4 per cent in 1962, as against an increase of nearly 9 per 
cent in 1961. In fact the increment of investment outlays 
in 1962 was not only much smaller than in either of the 
two preceding years, but also below the western European 
average for 1955-1961 (a 6.8 per cent compound annual 
increase). 


As noted at the beginning of this section, the rate of 
growth of gross fixed investment fell in all the industrial 
countries of western Europe without exception. In France, 
the deceleration was negligible; in Norway, Sweden and 
the Netherlands the rates of expansion were about 
one-third to one-fourth lower than in 1961; in most of 
the other industrial countries of the region the growth 
was about one-half as fast as in the previous year. It is 
clearly of some interest to ascertain whether demand 
showed any tendency to weaken or strengthen in the 
course of the year. This might be done by comparing the 
percentage change in each quarter of 1962 (in constant 
prices) with the level of investment in the corresponding 
quarter of the previous year, but unfortunately the neces- 
sary quarterly data (for the first three quarters of 1962) 
are available for only three countries — Austria, western 
Germany. and the United Kingdom. However, these 
countries are of special interest, for Austria and the 
United Kingdom were the only western European coun- 
tries where the absolute volume of gross fixed investment 
fell in 1962, and in western Germany the increment of 
investment was the smallest since 1957: 13 


13 Nor do any of these countries have a national economic plan 
such as those of France or Norway, and intervention by the authori- 
ties is consequently liable to be less prompt, for the existence of 
even a normative plan implies the likelihood of speedy government 
intervention if a plan target is missed by a wide margin. 
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The above figures indicate the pronounced effect of 
reduced investment in residential building in the first 


_ quarter of last year, due to comparatively bad weather, 


when the sharpest deceleration in investment and output 
occurred in western Germany and the United Kingdom. 


In the succeeding quarters the decline in investment was 


arrested and then reversed in Austria, and there was a 
recovery in western Germany, whereas the decline was 
aggravated in the United Kingdom while consumer 
demand in that country continued to increase. The other 
feature of the table that attracts attention is the compara- 
tively slow and stable growth of total output in Austria 
and the United Kingdom, contrasting with the accelera- 


- tion during the year in western Germany (partly reflecting 


a corresponding deceleration in the same quarter of 1961); 
but even in the first two countries there was, at least, no 
observable tendency for the rate of increase of output 
to weaken in the course of the year. 


Investment in housebuilding seems to have risen little, 
if at all, in western Europe as a whole from 1961 to 1962. 
Activity in this sector was, however, maintained at a high 
level, and the number of dwellings under construction 
did not fall in any country of the region — indeed it rose 
in most of the countries for which the relevant data are 
available. The number of dwellings completed, too, was 
higher than in 1961 in the United Kingdom, where 
investment in housing rose by 3.2 per cent, and in Den- 
mark and Italy. 

Compared with other forms of investment, housing 
construction in most countries is little influenced by the 
general trend of aggregate demand. A large share of the 
total is undertaken by public authorities; and the central 
government can often influence their activities by more 
direct means than the monetary and fiscal measures 
applied to influence investment in general. Housing acti- 
vity may, however, be influenced from the supply side by 
variations in the competition of other sectors for the 
manpower and other resources of the building industry. 


In France the number of dwellings completed in 1962 
was slightly less than a year earlier (3 per cent), but there 
was a marked increase — of 15 per cent — in the number 
of authorizations sought and granted, associated with the 
need to house the large number of repatriates from 
Algeria; moreover, the rate of increase of authorizations 
went up during the year — presumably for the same 
reason. Two main factors affecting investment in house- 
building in western Germany were the bad weather at the 
beginning of the year (which depressed the first quarter 


ae construction went up Be 4.34 ths cent cin с 
pared with increases of over 7 рег. cent in 1960 and 1. 
There was a further large increase in the volume o: 

ment in residential construction in Sweden, by 5. 

cent or about the same increment as in 1961 (see Table 1) 


Poor weather depressed the number of starts and the _ 
volume of dwellings construction in Denmark and the — 
Netherlands at the beginning of the year, but the authori- 
ties also intervened with the express intention of reducing 
pressure on the building industry by limiting the issue of 
building licences. In Denmark, however, the Govern- 
ment’s aim of a 15 per cent reduction in starts (public 


and private) during the year was not attained, since in the 


first nine months starts were slightly higher than a year 
earlier. In the Netherlands the tighter control of privately 
financed housebuilding, introduced in 1961, resulted in a 
19 per cent reduction in the number of licences issued 
during 1962. None the less, total effective demand (as 
measured by starts and the ‘volume under construction) 
in the building sector rose in the course of the year rather 
faster than in 1961 — both for residential and for non- 
residential construction. Housing starts in the United 
Kingdom were at about the same level as in 1961, but 
there was a 7 per cent increase in the volume under 
construction at the end of the year. 

Data on investment in non-residential construction in 
1962 are still deficient, and the divergences of the move- 
ments in the industrial countries of western Europe during 
the first six or nine months of the year render generaliza- 
tion impossible. The available information points to large 
increases (of 11 per cent in value and 14 per cent in 
volume respectively) in new authorizations in the Nether- 
lands and Norway. Italy and western Germany saw small 
increases of some 3 per cent and 6 per cent in new authori- 
zations; while in Finland and the United Kingdom there 
were steep decreases in the volume of authorizations, and 
in work done by contractors, respectively. 


The preliminary indications of gross investment in 
machinery and equipment in 1962, presented in Table 1, 
show steep absolute declines in the United Kingdom 
(where the fall of 6.5 per cent offset the increase in the 
previous year) and Austria. Of the other countries listed, 
Norway was the only one in which the increase of invest- 
ment in machinery and equipment was three times higher 
in 1962 than in 1961 — when it had been comparatively 
slow (4 per cent). Judging by returns for the first nine 
months, there was an upsurge in this category of invest- 
ment in the Netherlands, with an increase of 10 per cent 
over the 1961 level. The general impression left by the 
returns for 1962 is that investment in machinery and 
equipment, which had outstripped other categories of 
fixed investment demand in the early stages of the invest- 
ment boom, contracted cormmensurately more in 1962 
when the boom was coming to an end. The deceleration 
in western Germany was very steep, the increment falling 
by over one-half; but in Sweden, where blocked invest- 
ment funds from earlier years were released, the rate of 
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Put shortly, the most important considerations affecting 


the rate of growth of investment are, on the supply side, — 


the availability of finance on acceptable terms and the 
limits set by the availability of resources (construction 
labour and capacity, etc.); and, on the demand side, 
expectations concerning the growth of domestic and 
export demand in relation to existing capacity, and hence 
profits. General labour scarcity in a situation of expand- 
ing aggregate demand may provide a powerful incentive 
for labour-saving investment: on the other hand, fears of 
a scarcity of particular categories of skilled labour may 
sometimes inhibit extensions of capacity. These diverse 
influences are closely intertwined and affected by changing 
governmental policies. 

During 1962 these factors were operating with differing 
degrees of strength in the various countries of western 
Europe. Supply limitations on investment were insignifi- 
cant, except for the cases in the construction field already 
noted. The degree and significance of labour scarcity were 
far from uniform: it seems likely that the state of the 
labour market did, in fact, cut both ways in 1962, both 
by hampering investment in some sectors and by serving 
as an inducement to labour-saving installations in others 
— but less than in the preceding year 1* (the development 
of employment in 1962 is discussed in section 3). Changes 
in profit margins during 1962, and governmental mone- 
tary and credit policies, are also discussed later in this 
chapter (see sections 4 and 6). Abstracting from features 
specific to a few countries, the tendency seems to have 
been for profits to decline, thus reducing the incentive for, 
and means of financing, additional investment: 15 on the 
other hand most governments expanded and/or cheapened 
credit facilities during the year, but too late and too little 
to have much effect on the year’s investment outlays. 


The appraisal of changes in business expectations — 
probably the most important single determinant of invest- 
ment demand, and reflecting all the above factors to some 
extent — is not easy. Fairly widespread doubts seem to 
have developed during 1962 about the possibilities of 
maintaining the previous rate of expansion of western 
European demand and output. This somewhat pessimistic 
mood was probably partly a reflection of the sluggishness 
of overseas demand for western Europe’s exports — both 
in North America and in the less-developed countries — 
and of the virtual stagnation in the United Kingdom. In 
the latter country a special source of uncertainty was the 
long period of negotiation on entry into the European 
Economic Community; and this may have been of some 


_ “The IFO investment inquiry for 1963 indicates that rationaliza- 
tion, as opposed to expansion, as a motive for investment is gaining 
in strength and already accounted for 45 per cent of new investment 
in western Germany in 1962, as opposed to 42 per cent designed to 
increase capacity and 15 per cent for replacement. The corresponding 
proportions for 1963 are 54 per cent, 33 per cent and 13 per cent. 

15 An additional factor limiting the scope for business firms to 
finance investment from their own financial resources was the 
decline in share values that occurred during the summer. 


e Factors affecting the Growth of Investment Demand 


The Increase in Idle Capacity in 1962 


As noted earlier, gross fixed investment in western 
Europe as a whole went up by almost one-third between 
1958 and 1961 (see Table 2), and most of the increase — 
went to the extension and modernization of capacity шо 
manufacturing industry. Even in such countries as Den- — 
mark and the United Kingdom, where residential con- 
struction was a more expansionary sector of investment 
demand, the increment in productive investment in in- 
dustry was substantial. By the beginning of 1962, at a 
time of generally slower growth of total industrial out- 
put, this wave of investment had swept the degree of 
utilization of capacity in the few countries for which 
data are available down to a level approaching that of 
1958 — the year before the recent boom began. 


Four western European countries provide more or less 
useful information, resulting from unofficial business 
inquiries, on capacity utilization. These inquiries are 
conducted in different ways and use diverse concepts 
(which vitiates international comparisons); but they 
provide a guide at least to changes within each country. 


The information for western Germany is particularly 
interesting, given the importance of that country’s exports 
of investment goods to the rest of western Europe. The 
following tabulation shows percentage changes in the 
degree of capacity utilization in west German industry 
between 1959 and 1962. 


1959 1960 1961 1959 
to to to to 
1960 1961 1962 1962 
О садо oa rine ай +4 —3.3 3.4 —2.9 
Producers’ goods ..... +9 —3 0 +6 
Investment goods ..... +4 —4 —8 —8 
Consumers’ goods. .... +1 —5 —2 —5 


Source : Wohenbericht, 30 November 1962. 


Looking behind these figures to those for individual 
branches, it is significant that capacity utilization in the 
metallurgical branch rose by 16 per cent in 1960, reflecting 
the vigour of the upsurge at the beginning of the inyest- 
ment boom; but in 1961 and 1962 the amount of idle 
capacity in the branch rose by 5 per cent and 7 per cent 
respectively. By 1961 the three sectors of west German 
industry distinguished in the table had ample capacity, 
particularly in the producer- and investment-goods 
sectors, and a slower rate of increase of industrial invest- 
ment was to be expected. Even in the consumer-goods 
sector, where final demand was more buoyant, the degree 
of utilization of capacity fell by 5 per cent in 1961 and 
by a further 2 per cent in 1962. Given the low rate of 
scrapping in west German industry, and the continuing 
additions to capacity resulting from the maturing of 
investments undertaken earlier, it has been estimated 
that the total addition to capacity between mid-1960 and 
mid-1962 amounted to 16 per cent. This, in the context 


ee 


_ 1959 to 83.6 per cent in 1962 — the 


ee 


relatively slow growth of industrial output, implies a. 


in average capacity utilization from 86.5 per cent in 
lowest level reached 


during the fifties and sixties. The emergence of this 


situation was already foreseeable during 1961, and must 


_have appreciably influenced the deceleration of industrial 


investment demand in that year and in 1962 (see also 


_ Chart 2). 


1 


J 


= If there has been any increase in idle capacity in French 
industry during the investment boom, it seems certain 
to have been less than in western Germany. First, the 


2 upsurge of investment in France began later (in 1960) 


and was never as strong as in western Germany;!® and, 
secondly, since the rate of growth of industrial production 
in France between 1960 and 1962 was higher, the 
difference between it and the rate of growth of investment 
over the period was less than in western Germany. In fact, 


- an official French inquiry conducted in mid-1962 indicated 


a slight decline in the average margin of idle capacity in 
industry, from 21 per cent to 20 per cent, from the spring,” 
and attributed this to discontinuities in the commissioning 
of new investment projects. But, the amount of idle 
capacity in the metal-making branch and in mining was 
reported to have increased, although it had diminished in 
the consumer-goods sectors.18 


The evolution of the degree of capacity utilization in 
_Austrian manufacturing industry in recent years can be 
seen from the following tabulation: 


Percentages in November 
of each year 


1959 1960 1961 1962 

Total manufacturing industry .... 82 84 83 84 
Investment-goods industry. .... 79 82 84 80 
Consumer-goods industry. .... 84 85 83 85 


Source : Monatsberichte des Osterreichischen Institutes fiir Wirtschaftsforschung, 
December 1962. 


The amount of idle capacity in industry as a whole was 
remarkably stable during the boom, but there was a 
notable increase in the amount of spare capacity in the 
investment-goods industry — offset, however, by increased 
capacity-utilization in the consumer-goods sector. 


All the available evidence points to a-sharp increase in 
spare capacity in British industry in 1962. The latest 
inquiry conducted by the Federation of British Industries 
concludes that at the end of 1962 just under 70 per cent 
of reporting firms had idle productive capacity, as 
compared with only 40 per cent in mid-1960. This still 
represented a smaller proportion than at the beginning 
of the revival —the corresponding figure for February 


16 This difference in timing probably accounts for certain differ- 
ences in the rate of expansion of output, investment and exports in 
France compared with the other countries of the region (it was, as 
mentioned earlier, the only western European country where the 
rise of total output accelerated in 1962). Since the boom set in later 
in France, the turn of the tide of business expectations which 
occurred elsewhere late in 1961 and early in 1962 is occurring in 
France with almost one year’s delay (see INSEE, Etudes et conjonc- 
ture, No. 1, 1963). 

17 INSEE, Etudes et conjoncture, September 1962. 


18 Jhid., October 1962, states that the increase in the productive 
capacity in total private industry was 10 per cent in 1960 and 8 per 
cent in 1961. The capacity of the metal-making industry went up by 
21 per cent in 1960 and by only 6 per cent in 1961. 


1959 was almost 80 per cent — but since Octo 


the proportion of firms working at full capacity 


National Institute of Economic and Social Research, 
summed up its findings as follows: “ The conclusion about 


plant capacity in the British economy is clear enough. 
With the obvious exception of the electricity industry, | 


there is ample. There is more spare capacity than at any 


steadily declined.!® Another inquiry, conducted by the — 


мы 
Я № 
“= 
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time since the war; more, for instance, than at the end of _ 
1958, after the previous long period of slow growth.” 2° = 


Diverse information from other western European 
sources confirms the impression left by the above data.” 
For instance, the following statistics of steel-making 
capacity in the European Coal and Steel Community 
(ECSC) show the downward trend in all member coun- 
tries, with the industry operating, on average, at only 
87 per cent capacity in 1962. Belgium was an exception 
between 1961 and 1962, but this was largely the result of 
the strikes early in 1961. | 


Utilization of steel capacity 


Percentages 

1960 1961 1962 
ECSG Heian jae eee 95.4 92.4 87.3 
Western Germany ‚ 96.5 91.7 85.3 
Prance*9,, Ея к, 96.7 93.6 86.9 
У С: 94.3 97.1 93.9 
Вар нет: 88.9 84.5 87.6 
Netherlands. ...... 93.5 90.0 83.2 
Luxembourg ...... 104.1 99.0 93.2 


In the United Kingdom steel output in January 1963 was 
rather greater (0.7 per cent) than a year earlier, but 
so much new capacity had been commissioned in the 
interval that the industry was working at only 68.9 per 
cent of capacity as compared with 72.9 per cent in 
January 1962.22 


It is difficult to avoid the ccnclusion from the foregoing 
review of investment in western Europe in the years 
1959-1961 that in its amplitude industrial investment, at 
least, represented a much larger addition to capacity than 
was justified by the actual or prospective growth of final 
demand.”24 Indeed, Chart 2 illustrates the growing 
divergence between the rates of growth of industrial 


19 FBI, Industrial Trends Enquiry, No. 16, 14 February 1963. 


20 National Institute of Economic and Social Research, Economic 
Review, February 1963, p. 22. 


21 Cf, Résultats de l’enquéte de conjoncture auprés des chefs d’entre- 
prise de la Communauté, Brussels, February 1963. 


22 The Guardian, 14 February 1963. Dismissing 1962 as “a bad 
year, which we are glad to have left behind us,” the President of the 
British Iron and Steel Federation recently stated that “ the sixties 
face a world-wide surplus of steel-making capacity which could 
seriously disrupt the stability of steel industries everywhere if not 
handled with common sense ”. (Jbid., 21 March 1963.) 


за The Governor of the Norges Bank made this point in his 
review of the economic scene in Norway in February 1963, when he 
argued that the country was investing too much and that the com- 
position of investment did not cater for an adequate growth of 
export earnings (Norges Handel og Safart, 12 February 1963). New 
estimates of gross fixed capital formation in Finland in 1962 indicate 
a decline of 13 per cent from 1961 in investment in machinery and 
equipment, and the steep fall in capital outlays in the paper industry 
(which accounted for 35 per cent of total investment in 1961) is 
attributed to the considerable expansion of capacity in preceding 
years (Bank of Finland, Monthly Bulletin, February 1963, p. 22). 
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investment and output until 1961. It seems that during 
this period many industries have based their investment 
plans not only on an assumption of the maintenance of 
current rates of growth of demand but even on expecta- 
tions of acceleration in the rate.22 In sum, the volume of 


23 Some support for this view may be found in OECD, International 
Report on Factors in Investment Behaviour, Paris, 1962. Oblique 
confirmation for the United Kingdom is provided by the NEDC 
report (Growth of the United Kingdom Economy, op. cit.), which 
estimates that, assuming a yearly increase in GDP of 4 per cent, 


4 


excess capacity that now exists seems certain to lead toa 
further slowing down in the rate of investment expansion 
in industrial western Europe as a whole in 1963, irre- 
spective of any acceleration of consumption which may 


develop during the year. 


four major manufacturing industries (chemicals, oil-refining, iron 
and steel, and motor vehicles) raised their investment by 57 per 
cent between 1959 and 1961, but would need to increase it by only 


‘13 per cent in the five years up to 1966. 


2. PRODUCTION 


Industry 


The industrial production of western Europe as a 
whole rose by about 41 per cent in 1962 — the same 
rate, that is, as in 1961. Though this was a modest rate 
of expansion compared with the gains of 1959 and 1960, 
it was in other respects a satisfactory result; for in the 


previous year the pace of the expansion had dropped by 
one-half (see Chart 3). 


The combined industrial output of the European 
Economic Community (EEC) rose faster — at just over 
6 per cent — than the western European average, while 
that of the European Free Trade Association (EFTA) 


СНАВТ 3 


Industrial production and trade in OECD Europe 


Index numbers of volume (1958 = 100), adjusted for seasonal variations 
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Sources : OECD, Statistical Bulletins — General Statistics, and Foreign Trade, Series А. 
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United Kingdom 0.5 1.0 
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Sources: National statistics, and OECD, 


Statistical Bulletins — General Statistics. 


Norte. — A new industrial production index for 
France is now calculated by the INSEE, based on 
1959 = 100. It gives increases for 1961 and 1962 of 
5.4 and 6.1 per cent respectively. 


@ January-November. 
$ January-October. 
с January-September. 


Italy maintained practically the same rapid pace of 
advance, but in the other countries of the region the 
slow-down was quite appreciable. The increment fell to 
less than one-half of that recorded in the previous year 
in Finland, Ireland and Sweden; and in the United 
Kingdom industrial production rose by merely 1 per cent. 


ne “of ahah of industrial eee побега 1 
quarter to quarter. у 


The Pattern ae Expansion 


feature of the cetera rates of eras of indus outpu 
illustrated in Chart 4 is the comparative strength of the — 
expansion in the foodstuffs industry. Throughout the = 
period 1959-1962 the chemicals industry has enjoyed a — 
most vigorous expansion, and its progress was unabated 

in 1962. Less dynamic, the metal-using sector nonetheless 
moved almost in parallel with chemicals until the begin- | 
ning of 1962, but its growth of output became decidedly — 
sluggish after the first quarter. The foodstuffs industry, by 
contrast, maintained a steady rate of increase from quarter 

to quarter, and output of textiles — а laggard sector for — 
several years — continued on its upward path until the 
second quarter of 1962.74 


24 The recurrent decline in textiles production from the second to 
the third quarter in three of the years shown in Chart 4 suggests 
that the seasonal adjustment of the index is inadequate. The severe 
winter of 1962/63, besides the real damage it inflicted on industrial 
production, will play havoc with the industrial production indices 
for most western European countries for the period December 
1962-March 1963, since the seasonal adjustment factor is too mild 
by far. 


TABLE 5 


Index numbers of industrial production in selected western European countries and the United States 


1958 = 100, seasonally adjusted 


ордер sk ne 106 1 121 120 
BGI STM x ascent 2 a 105 111 116 109 
РОМ, kh ees 109 124 136 132 
Кос teers suse 104 116 122 120 
Western Germany 107 118 125 126 
Greece. ON pres eee Fs 101 110 120 105 
Hrelkind бо ab. 1 108 116 129 124 
А р 2nor% 110 127 140 134 
Netherlands. ... 4 %. 109 124 125 128 
Мор nce еб 105 т 125 121 
Се a ee 111 И 127 126 
ее Е 104 111 116 116 
United Kingdom. . . 105 113 114 113 
УрО. с. 173 131 140 138 
United States 114 117 118 111 
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Sources: OECD, Statistical Bulletins — General Statistics; and national 
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Source : OECD, Statistical Bulletins — General Statistics. 


The general weakening in industrial investment demand, 
discussed in the preceding section, was reflected in the 
relative rates of expansion of output of capital goods and 
consumers’ goods. In Austria, Norway, Sweden and 
Italy, for example, the rates of growth of production of 
the former category fell very steeply from the first half 
to the second half of the year, whereas the expansion 
of output of consumers’ goods was undiminished. In 
western Germany there was no relaxation of the growth 
of output in either category, but the expansion was twice 
as fast in the consumer-goods industries in the first half 
of 1962 and tended to accelerate in the second half. 
As the figures in Table 6 show, the experience of other 
western European countries was very diverse. France 
—as in so many other respects in 1962 — was in a 
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category by itself, as the only country of the region 
where there was a simultaneous acceleration of capital- 
50045 output and a declining rate of growth of consumers’ 
goods. Behind these broad sectoral movements, however, 
there were quite opposed tendencies: French output of 
motor-cars and of electrical equipment rose from 1961 
to 1962 by 29 per cent and 8 per cent respectively, while 
production of steel and of tractors fell by 2 per cent and 
12 per cent. Moreover, towards the end of 1962 several 
branches of the French capital-goods industry were 
experiencing a decline in the inflow of new orders, so 
it seems not unlikely that the divergence between its rates 
of expansion and that of the consumer-goods sector will 
narrow in 1963. Belgium’s industrial experience resembled 
that of western Germany, in that both countries main- 


- Production of capital-goods and consumer-goods industries 


| Percentage changes from corresponding period of previous year 


1961 1962 — 
First Second] Е 
half half ait are. 

Austria 

Capital goods’. - 8 6 Bgl eae) 2 
Consumers’ goods. ...... 4 4 5 4 
Belgium 

Кари оО avy ons) ая 4 11 6 4 
Consumers’ goods. ...... 4 4 4 7 
Finland 

Пора. atte 9 6 я 6 
Consumers’ 2004....... 7 7 5 5 
Егапсе 

Бара goods. hyn sey Ge 5 6 7 10 
Consumers’ goods. ...... 7 3 3 2 
Western Germany | 

Capital goods о, еее 12 8 2 2 
Consumers” goods. ..... : 7 4 4 7 
Italy 

ОА ОБЕ 2-7 инки |262 716» | 3 4 


Consumers’ goods . 


Netherlands 

Capital goods. . 2 — 5 3 * 

Consumers’ goods . 4 -—1 — 4 
Norway 

Барная. =. 9 9 8 3 

Wonsumers’ 200$... .... 5 8 5 4 
Sweden 

Сара! ротор. i 4 2 1 

Consumers’: go0ds..2 > . eo ce: > 2 1 1 2 
United Kingdom 

ара ОО аа. ee) 1 

Gonsumers 2009801... 2 — —1 

| 
Note. — There are some differences among countries in the allocation of 


industrial branches to the two sectors distinguished in the table. For Austria, 
Belgium, Finland and western Germany capital-goods industries comprise machin- 
ery and some transport equipment, as well as certain metal goods and electro- 
technical products. For France, Italy, the Netherlands and the United Kingdom, 
this category comprises the total metal-using industry (including motor-cars). The 
least satisfactory allocation is that for Norway and Sweden, where the capital- 
goods industries include building materials and some intermediate products. 


@ July-October for Austria and Italy; July-November for Belgium, Finland and 
the Netherlands; July-December for the remaining countries. 


tained their rates of expansion of capital-goods output 
in the course of the year — with, at the same time, а 
marked acceleration of output of consumers’ goods, for 
which the rate of growth almost doubled. In the remaining 
countries shown above, the growth rates of output of 
both sectors of industry were very similar by the latter half 
of the year. 

1962 was a better year for western Europe’s motor-car 
manufacturers. Production of passenger cars and com- 


mercial vehicles rose by 15 per cent in the Раша 
compared with an increase of only 2 per cent in 1961 


(the largest gains being recorded by France and Italy, in 


both of which output of passenger cars rose by over one- 
fourth), and there was an identical increase in Swedish | 
production. The expansion of motor-vehicle output in the 
United Kingdom in 1962 was composed of’an increment 
of 24 per cent in production of passenger cars and a 
decline of 8 per cent in that of commercial vehicles. Total 
British exports of vehicles rose by some 20 per cent; 
and here, too, there was a sharp divergence between the 
results for passenger cars — foreign sales went up by 
47 per cent, whereas exports of commercial vehicles fell 
by 3 per cent. France and western Germany increased 
their exports of motor-cars by about 20 per cent and 3 рег 
cent respectively, and both saw a decline in their exports 
of commercial vehicles (by 15 and 7 per cent respectively). 
Italy’s total exports of motor vehicles rose by some 30 
per cent between 1961 and 1962. 


As was noted above, the prospects of the capital- 
goods sector in France, viewed through the prism of 
order books, are for a rather less dynamic growth in the 
early part of 1963. This is also true of other EEC member 
countries — and of Belgium and western Germany in 
particular; according to a recent inquiry, only 11 per cent 
of the businessmen polled in the latter country consider 
that their stock of orders is satisfactory.2* For the six 
countries as a group, the situation at the turn of the year 
was one of rising orders in the textiles industries, a high 
level of demand in the building-materials sector (with, 
however, a slight weakening in the last two months of 
1962) and generally less satisfactory order books in the 
engineering branches. Moreover, the strength of export 
demand. for industry as a whole, as measured by orders, 
was judged less favourable than that of domestic demand. 
In the United Kingdom the machine-tool industry’s order 
books were one-fourth lower at the end of 1962 than a 
year earlier and thus at their lowest level since May 1960. 
This development has both an encouraging and discour- 
aging aspect: the former consists in the comparative 
strength of export ordering, since the decline has mainly 
been due to slacker domestic demand; but, on the other 
hand, many steel producers believe that no recovery from 
their long period in the doldrums is likely before machine- 
tool ordering improves.?” Engineering orders as a whole 


25 [п the United Kingdom the National Economic Development 
Council’s report entitled Growth of the United Kingdom Economy to 
1966 (HMSO, London, 1963) contains an analysis of the prospective 
growth of 17 industries, based both on each industry’s existing plans 
and on the assumption of a rate of growth implied by an annual 
expansion of gross domestic product of 4 per cent. The study of the 
motor-vehicle industry concludes that, on the latter assumption and 
assuming also British membership of the EEC, the industry’s output 
in 1966 would be about 2.65 million vehicles (or 60 per cent more 
than in 1962), of which 1.25 million would be exported (a 60 per 
cent increase over 1961). Significantly, little additional investment 
would be required before 1965. 


26 Résultats de l’enquéte de conjoncture auprés des chefs d’entre- 
prise de la Communauté, op. cit., Brussels, February 1963. 


27 The Financial Times, 14 March 1963. In Sweden an attempt to 
counteract the slackening of activity in the engineering industry 
has been made by the Labour Market Board, which is urging the 
local authorities, cities and rural communes to take immediate 
steps to speed up their orders to the engineering sector (Dagens 
Nyheter, 30 January 1963). 
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>. From the farmers’ point of view, the weather in western — 
Europe in 1962 was unfavourable, characterized by a 
protracted cold spell in the spring, drought in the southern 


countries of the region during most of the summer and 
autumn, and exceptionally heavy rainfall in countries 


‘bordering the Baltic and the North Sea. Despite it all, 
_ Ше 1962 crop can be considered good, if not excellent. 


_ This applies particularly to the 1962 wheat harvest — 


estimated at about 55 million tons, or nearly 11 million 
tons more than in the previous year. Among the main 
wheat producers, France had a bumper crop of nearly 
14 million tons, 45 per cent above that of 1961, and 
yielding an export surplus of over 3 million tons.?* In 
southern Europe, Greece, Italy, Spain, Turkey and 
Yugoslavia also had good crops; sharp cuts in wheat 
imports can therefore be anticipated in 1963, especially 
in Italy and Spain, which together imported more than 
2 million tons of wheat in 1961/62, but will once again 
become net exporters in 1962/63. As for the two main 
importing countries, an increase of 38 per cent in domestic. 
production in the United Kingdom and of 14 per cent 
in western Germany will result in reduced import require- 
ments of the order of 2 million tons for both countries 


28 Contracts for the sale of 2.5 million tons of wheat have been 
concluded or are under negotiation with certain CMEA countries 
and mainland China. › 
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barley (some 29 million tons in total, or 14 рег cent more — 
than in the previous year), while maize р oduction fared 


aoe 


poorly on account of the protracted drought. nw 
The year’s results for root crops were mixed. Countries _ 
such as France, Austria and Switzerland, which suffered 
from the drought, had disappointing yields, whereas those 


countries such as western Germany, the Netherlands and — 


the United Kingdom which benefited from the rainy 
summer recorded unexpectedly high yields of potatoes 
and sugar-beet. On the other hand, production of fruits 
and vegetables was on the whole satisfactory. In most of 
the countries affected by the drought, the fruit harvest 
was quantitatively smaller, but above average in quality. 

The effects of the severe 1962/63 winter on winter-sown 
cereals have not yet been assessed, but there is reason to 
expect a recurrence of France’s 1956 experience (when 
wheat killed by winter cold had to be replaced by barley 
in the spring) in large areas of north-western Europe. 
One thing, however, is certain: supplies of early-maturing 
fruits and vegetables will be in short supply — as con- 
sumers in many countries have already found to their 
dismay. 


22 The anticipated decline of west German imports of wheat in 
the 1962/63 season of some 1.8 million tons can be attributed to a 
large extent to the large build-up of stocks which occurred in that 
country before the EEC regulations came into force on 30 July 1962. 
Indeed, west German imports in 1961/62 were 1.3 million tons (or 
60 per cent) higher than in 1960/61. 

30 One notable exception is Finland, which suffered one of the 
worst crop failures for 30 years. 


3. THE LABOUR MARKET 


The General Picture 


In 1962 labour markets in western Europe have shown 
such great contrasts that it is difficult to single out one 
feature in common. Perhaps the broadest statement that 
can be made is that in nearly all countries — France is 
the main exception—the increase in the employed 
labour force was much smaller than in 1961 (see Table 7). 
This observation is also valid for manufacturing industry, 
where the number of wage- and salary-earners actually 
declined in Sweden and in the United Kingdom. Of the 
countries for which the relevant data are available, only 
Switzerland maintained a rate of increase in the number 
of wage- and salary-earners in manufacturing industry 
which was still high, although below that of the previous 
year. The tendency for the normal working week in 
manufacturing industry to shorten continued during 1962, 
but this was to some extent offset by increased overtime 
working, so that actual hours worked declined signifi- 
cantly in only a few countries — notably Austria, Bel- 
gium, western Germany and the Netherlands.*®2 In all of 


3? The percentage changes over the previous year in the length of 
the actual working week in manufacturing were as follows in 1961 
and 1962: 

1961 


Austria See ee —0.7 —1.6 метет ааа п, 2 2. —4.0 —2.0 
Belgium... ьыо —0.9 —2.2 СИ —2.8 —1.3 
Denmark: о 8 —2ilem 1.8 Switzerland ..... —1.1 —0.3 
Е ай Оф 102 United Kingdom —1.3 —0.7 
Western Germany .. —1.9 —2.6 


these countries this decline more than offset the increase 
in numbers employed, with the result that labour input 
in terms of man-hours actually fell, as it did also in Sweden 
and the United Kingdom. 

Clearly, this slackening growth of industrial employ- 
ment was connected with the slower rise of industrial 
output which continued in most countries during 1962; 
but, as already indicated, it is very unlikely to have been 
its cause. In fact, compared with other years, a certain 
easing of labour scarcity can be detected in most countries 
which have experienced serious shortages in the past, 
although, as in previous years, some countries still report 
a tendency towards an excess demand for labour. Four 
factors have made contributions of varying importance 
to tempering labour scarcity; first, the postwar increase 
in the birth rate has started to take effect on the size of 
the population of working age; second, labour-saving 
investments motivated by earlier labour shortages have 
moderated the demand for manpower; third, the past 
tendency to hoard surplus labour in the expectation of 
persisting manpower scarcity seems generally to have 
weakened and, in consequence, the mobility of workers 
among industrial sectors seems to have been rather 
greater, leading to an unusual degree of flexibility on 
some labour markets in 1962; and, fourth, a slackening 
of effective demand in some countries in conjunction with 
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TABLE if 


Employed labour force by sector in selected western European countries, 1960 to 1962 


Percentage changes over previous year 


Year and sector Austria Belgium Denmark Finland 


a ed ee 


1960 
Agriculture? 9) 50 2. . —3.8  —2.7 —6.0 
Industrys. ahora . Bos, 22 0.5 5.8 
Building, construction я 1.3 0.5 ; 
DOKVviCes Powers ие 3.0 0.9 9.4 | 
а. 0.9 0.5 3.4 
of which: Wage ап4 заагу 
earners in manufacturing industry 3.7 29 7.9 
1961 
Agriculture? в... —3.7 —2.7 2.4 
Industry Te aks aye 1.5 1.7 1.0 
Building, construction 2.9 —3.6 
DELVICES a") Ни. м. . 2.7 1.1 1.9 
Е es aie a 0.6 1.2 ia 
of which: Wage and salary 
earners in manufacturing industry 2.4 3.9 0.3 
1962 
PASTICUILURG see де. > —3.0 —2.8 —7.5 
а et 0.3 1.2 | 
Building, construction 0.5 4.0 6.3 } 
SEEVICESHe OL ae ee, 1.8 1.4 7.1 
ор em erent, 1 0.2 0.8 1.1 
of which: Wage and salary 
earners in manufacturing industry 1.4 1.8 0.4 


== 


Sources : National statistics. ¥3"— % Figures refer to Great Britain only. 


the above factors has kept the level of employment below 
that of manpower available.®* 


It appears, in fact, that — when account is taken of 
the inter-industry mobility of labour — shortages of man- 
power have probably been less of an obstacle to the 
expansion of output than the global data on employment 
seem to suggest. In western Germany, the numbers of 
wage- and salary-earners increased in building and 
construction, in the metal-using industries (especially 


88 Evidence can be adduced to suggest that it was a lower rate of 
industrial expansion which limited the increase in employment 
rather than shortages of labour which limited the former. In Austria 
the very recent rise in unemployment (seasonally adjusted) is causing 
more concern than the shortages of manpower which persist in some 
sectors. It has been argued that the 3% per cent fall from 1961 to 
1962 in the degree of capacity-utilization in west German industry 
is due only in part to labour shortages, other factors being the 
weakening of demand in certain sectors and the extension of pro- 
ductive capacity in recent years (see also section 1). In the invest- 
ment-goods industries in particular, insufficient demand seems to 
have been the main cause, as the large backlog of orders has clearly 
been diminishing. In Norway and Sweden, too, weak demand has 
been stated to be the principal reason for the levelling off in output 
and the modest rises in industrial employment. In Belgium it is 
reported that output in only a few sectors has been hampered by 
shortages of manpower, but in others, owing to insufficient demand, 
the amount of idle capacity has not been reduced. 
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Dell 


> Including forestry and fishing. 


motor-cars), and in the chemicals (especially plastics), 
clothing, paper, printing, food and rubber industries, by 
about 170,000 people,** whereas 80,000 workers have been 
released by other sectors — mainly the mining and the 
metal-making, shipbuilding, textiles, timber and building- 
materials industries. The number of workers released in 
Norway by mining and by the textiles, clothing, timber, 
pulp, paper and leather industries is equivalent to nearly 
one-third of the additional employees taken on by such 
expanding sectors as metal-using. In France, where the 
number of wage- and salary-earners in industry main- 
tained its steady increase for the fourth consecutive year, 
nearly 80,000 workers have been absorbed by three 
expanding sectors, the metal-using, chemicals and 
building industries; one-fourth as many have been 
released from other sectors, mainly mining, metal-making, 
textiles and clothing. 


This impression of a generally receding pressure of 
labour scarcity seems to be borne out, for a number of 
countries, by the relationship that has developed between 
the numbers unemployed, the number of unfilled vacan- 
cies, and employment. The global data on vacancies and 


%4 This figure comprises all establishments employing more than 
ten workers. 


2 TABLE 8 
Unfilled vacancies and unemployment in selected western European countries 


~ 


Monthly averages : thousands 


Austria 
Unfilled vacancies 
Unemployment 

Belgium ; 
Unfilled vacancies 
Unemployment 
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Denmark 
Unemployment 
France 


Unfilled vacancies 
Unemployment 


ав. а ec 


28.9 
142.2 


41.7 
104.9 
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Western Germany 
Unfilled vacancies 
Unemployment 

Italy 
Unemployment 

Netherlands 
Unfilled vacancies 
Unemployment 


526.2 
300.2 


564.6 
114.0 
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98.4 
42.1 


о аа оо 


Norway | 
Unfilled vacancies 
Unemployment 


3.8 
23.5 


в. оо 


Sweden 
Unfilled vacancies 
Unemployment 

Switzerland 
Unfilled vacancies 
Unemployment 

United Kingdom 
Unfilled vacancies 
Unemployment 


40.2 


Cues tas ОВО С 
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Sources: National Statistics. @ Two months. 


unemployment assembled in Table 8 suggest that the 
industrial countries of western Europe fall broadly into 
three groups. 


Sweden and, more particularly, the United Kingdom, 
reported higher unemployment and fewer unfilled 
vacancies in 1962 than in 1961, reflecting the slow-down 
of economic expansion in these countries. In Sweden 
almost the only industry to employ more labour was 
metal-using,** while almost all others — particularly the 
textiles, clothing, timber, pulp and paper industries 
and, to a lesser extent, the metal-producing industries — 
have been releasing workers. The slackening of activity 
in the timber, pulp and paper industries has also shown 
up in a bulge in unemployment and a drop in vacancies 
for forestry workers. That unemployment in Sweden has 


35 Even if very little. Employment is now reported to be beginning 
to fall in this industry too, and the Labour Market Board is trying 
to initiate more public works and to undertake other measures to 
stimulate activity in the engineering industry (see also section 6). 
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23.0 11.3 59  .20.4 

39.5 51.1 45.8 39.3 

33.8 22.6 15.0 21.6 

6.1 6.5 6.2 Sez 

1.1 0.2 0.2 0.9 

218.6 245.1 226.2 165.1 

493.4 457.2 477.5 571.5 


continued at a very low level is probably due to the fact 
that employment in the service sector has continued to 
rise quite fast. The United Kingdom is the only country 
where the employment situation has seriously deterior- 
ated. The employed labour force has risen perceptibly 
only in the building and service industries, and even 
there the increment in 1962 was much smaller than in 
1961. Statistics of the number of wage- and salary-earners 
reveal that, whithin the manufacturing sector, employ- 
ment continued to increase at a rate comparable with 
that of the two previous years only in the food, drink and 
tobacco industries; a modest increase in numbers em- 
ployed in the metal-using sector has been concentrated 
on the engineering sector proper, while almost all other 
industries have reduced their labour force. As a result, 
in the last quarter of 1962 unfilled vacancies were, on 
average, over 100,000 (or almost 40 per cent) less and 
the number of unemployed workers over 150,000 (or 
nearly 37 per cent) more than in the same period of 1961, 


cumulative process as the recruitment of workers became 


_ progressively easier. . 
= Turning from the above two countries (together with 
_ Belgium, France, Italy and Switzerland, which are 


РОУ aN 


_ examined below), and judging by the movement of the 
returns for unfilled vacancies and unemployment, the 


remaining countries seem to have experienced in 1962 a 
slight over-all relaxation of labour scarcity, especially in 
the second half of the year. In Austria the number of 
unfilled vacancies in the second half of 1962 fell below the 
level recorded a year earlier: demand for metal workers 
tended to fall somewhat between July and December and 
for building workers the pressure of demand eased 
noticeably, especially at the seasonal peaks. In western 
Germany and the Netherlands the decline in unfilled 
vacancies in the second half of the year suggests a slight 
easing of the labour market. This is particularly significant 
for western Germany, where the influx of workers from 
eastern Germany has stopped completely and the recruit- 


~ ment of workers from other countries — mainly southern 


European—was less than in 1961. Disinflationary measures 
introduced in Denmark in the middle of 1962 were, happily, 
not followed by any increase in unemployment — which 
was, indeed, lower in 1962 than in 1961 — and manpower 
reserves now seem to be negligible. Even though the con- 
traction of the agricultural labour force was greater than 
a year earlier, non-agricultural activities absorbed this 
additional manpower quite easily—thanks mainly to 
an expansion of employment in the services sectors, for 
industrial employment barely rose in 1962. 


Belgium, France, Italy and Switzerland are countries 
where labour-market conditions had reflected an almost 
uninterrupted economic expansion. In Belgium and 
Italy, which have struggled for many years with structural 
unemployment, the numbers unemployed fell considerably 
during 1962 — by about 20 per cent in the latter and by 
46 per cent in the former. Italy’s manpower reserves, 


36 The above unemployment figures include those temporarily 
out of work. In mid-January 1963, the total number unemployed in 
Great Britain came to more than 815,000, with an increase of 44 
per cent over December. Leaving out of account the number 
temporarily unemployed, the remaining 629,000 represents a peak 
in postwar unemployment. Of the rise in unemployment between 
December 1962 and January 1963, only about one-half can reason- 
ably be ascribed to the rigours of the winter and the consequent dis- 
ruption of activity in the transport and building industries. As usually 
happens, the rise in unemployment accentuated regional differences. 


37 In the opinion of 140 companies interviewed by the National 
Institute for Economic and Social Research last December, both 
men and machines are working well below capacity at present. The 
chemicals industry can meet any foreseeable increase in demand for 
1963 with its existing labour force and indeed even expects to reduce 
employment by 2 per cent. Engineering can raise output by 10 per 
cent with its present labour force, whilst the motor vehicle industry, 
although anticipating an increase of 20 per cent in home deliveries, 
expects to increase its employment by no more than 1 per cent in 
1963 (see also section 1). 


rise 


have become more and more frequent. In Belgium, onl 

1.3 per cent of the labour force are out of work and 
unemployment is now at its lowest level since the war. 
Employment in non-agricultural activities in France 


increased in 1962 by some 400,000 (or 2.7 per cent), — 
a record increase and, with that in Italy, by far the highest = 
registered in western Europe. Moreover, the number of _ 


vacancies showed a rise of almost 50 per cent compared 
with 1961, suggesting that labour shortages may have 
become more асще.38 For Switzerland, data on unemploy- 
ment and vacancies indicate that the situation has changed 
very little since 1961, although it must be remembered that 
the Swiss labour market has benefited appreciably from 
the continued flow of immigrants (see Table 10). 


A higher degree of “ slack ” in the labour market does 
not preclude specific labour shortages; and in nearly all 
countries instances of'such acute shortages persist. In 
general it seems that in most countries where labour is still 
apparently scarce, the true shortages are of specific skills 
—mainly of highly qualified technicians, metal and 
construction workers. In France, building and con- 
struction and the metallurgical industry accounted for 
almost all of the increase in unfilled vacancies. In western 
Germany, although unfilled vacancies for construction 
workers were 25 per cent less in September 1962 than a 
year before, they were still 33 times larger than the 
number unemployed; and vacancies for metal workers 
and for workers in electricity and electronics were, 
respectively, eleven times and sixteen times greater. 
These three occupational groups together account for 
more than one-third of total unfilled vacancies. In the 
Netherlands, building and metal workers are virtually the 
only groups for which, during the first three quarters of 
1962, unfilled vacancies were continuously higher than 
in the corresponding period of 1961. It is reported that 
even in northern Italy, although the large inflow of 
workers from the south continues, some industries 
— especially metallurgy and engineering — are refusing 
orders because of a lack of suitable manpower. In 
Switzerland the demand for all kinds of industrial and 
construction workers has remained high, but unfilled 
vacancies rose only for watchmakers and jewellery 
workers. In Sweden, building and construction workers 
are the only group in which unemployment fell and 
vacancies rose during the second half of the year.‘ 
Shortages and redundancies in the United Kingdom have 
been concentrated at the extremes of the range of skills: 
an acute shortage of highly qualified technicians and other 
personnel at the higher professional level persists, whilst 


88 A sharp increase in unemployment experienced in the second 
half of the year seems to be entirely due to the influx of workers 
following the conclusion of the Algerian conflict (see below). 
Statistics of vacancies may have been slightly inflated by the official 
efforts made to register all vacant jobs which could be filled by 
repatriates from Algeria. 

40 This seems to have been a consequence of the recent steep rise 
in investment in construction, which was specifically undertaken to 
prevent an increase in unemployment in this sector. 
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vacancies for untrained manpower are becoming few and 
far between. Only in the case of “ administrative, profes- 
sional and technical” employees, a group which 
vacancies more than trebled between September 1961 and 
September 1962, have vacancies increased in Great Britain, 


so that at the latter date they represented 20 per cent of 


all unfilled vacancies. At the same time one-half of total 
unemployment consisted of labourers and unskilled 
workers, a group which accounted for more than one-half 
of the increase in total unemployment that occurred 
between September 1961 and September 1962. 


In some countries the particular sectoral development 
of demand for labour has given rise to bottlenecks in 
some industries and to redundancies in others, thereby 
accentuating regional imbalances also. Such problems 
have been particularly pronounced in Sweden, Norway 
and the United Kingdom, where the need for greater 
flexibility in the labour market is now a major problem. 


Some Features of the Supply of Labour in Recent Years 


Table 9, which presents a break-down of the various 
sources of supply of manpower for the countries for which 
suitable data were available, throws some light on the 
pattern of labour supply in recent years. Columns 2, 3 
and 4 chart the sources — changes in unemployment, in 
the armed forces and in the active population — from 
which manpower is drawn into civil employment (shown 
in column 1). In turn, changes in the size of the labotr 
force have been broken down into changes attributable 
to demographic and migration factors affecting the size 
of the active population (column 5) and to changes in 
activity rates (column 6).*4 


It is plain from the table that activity rates act as a 
kind of shock-absorber, tending to rise when the man- 
power needs of the economy temporarily outstrip demo- 
graphic developments and to decline when opportunities 
for work do not match the potential manpower supply. 
In nearly all the countries whose data are analysed in 
Table 9, civilian employment increased between 1952 
and 1957, and the rise in the active population was, in 
general, the main source of manpower supplies. An 
increase in the population of working age explains only 
a part of this rise in the active population, a further 
significant contribution having been made by a rise in 
activity rates in the Netherlands, western Germany and 
the United Kingdom. When in 1958 employment declined 

41 Changes in the active population caused by a change in activity 
rates have been derived as the difference between the actual labour 
force and a hypothetical labour force which would have resulted 


from the application of the previous year’s activity rates to the 
present year’s population of working age. 


(or, in some countries, rose very little), unemployment — 
tended to rise by a smaller extent than seems to have been ^ 
justified by the decrease in employment and by the con- 
tinued increase in the population of working age. This is 
explained by a reduction in activity rates, which withdrew 
a considerable number of people from the working 
population. When, in the subsequent years, employment 
generally shot up, most of the increment consisted of new 
entrants to the labour force (although unemployment 
declined too). And whilst in most countries demographic 
developments contributed much to the rise in the labour 
force, because of the initial effects of the postwar “ baby 
boom ”, a large part of the rise is explained by increases 
in activity rates. This even seems to have occurred — al- 
though to a much smaller extent — in countries such as 
the Netherlands and Belgium, which had either large 


‘increases of population or large pockets of unemploy- 


ment. In Belgium, which has experienced little change in 

the population of working age, increases (and decreases) 

in employment have been largely accommodated by . 
changes in unemployment. Although western Germany 

is a country where changes in the supply of labour have 

been dominated by the extraordinarily large influx of 

immigrants, the “safety valve” of large changes in 

activity rates as a regulator of discrepancies between the 

demand for and supply of labour is evident. 


The increase in activity rates which occurs when the 
opportunity for work outruns the potential manpower 
supply seems to be a fairly common feature of a number 
of countries. Hence, it would probably be mistaken to 
regard the increase in activity rates during the periods 
1953 to 1957 and 1960 to 1961 as a long-term trend, since 
they are rather the result of a series of powerful economic 
stimuli which, in boom years, induce latent reserves of 
labour to take up employment. Similarly, the fact that in 
1962 activity rates appear to have declined in most of 
the countries featuring in Table 9 should not be viewed 
as a reversal of a trend, but simply as additional evidence 
that, in these countries at least, 1962 was not a year 
characterized by any general shortage of labour.*? In 
Norway and western Germany activity rates rose in 1962, 


42 [п many countries the lower age groups of the population of 
working age have an activity rate well below the average, owing to 
prolonged education and training. Moreover, on account of the 
postwar increase in the birthrate, the size of these age groups 
increased in relation to the total in the years 1961 and 1962 with a 
consequent reduction in the average activity rate. It appears, how- 
ever, that this tendency is not strong enough to affect the conclusion 
drawn from the table. 

The deterioration in the labour market in the United Kingdom in 
the second half of 1962 is not apparent from Table 9, where the figures 
relate to the end of June. It is thus a reasonable presumption that ac- 
tivity rates have since then declined more than is suggested by the table. 


Notes to Table 9 


Sources : National statistics. 

Norte. — The active population (column 4) comprises, by definition, civil 
employment, the armed forces, the unemployed and those seeking work for the 
first time. Consequently, the changes in activity rates (column 6) do not reflect the 
changes in unemployment since activity rates are calculated by dividing the active 
population into the total population 15 to 64 years of age. Changes in the active 
population due to changes in activity rates reflect increased participation of people 
in the labour force due to factors other than changes in the size and age composi- 
tion of the total population. These latter factors combined with migratory move- 
ments are measured in column 5. 


Figures in column 5 have been calculated as follows 


= — S| 
Aln Pp P,—1 Ln 


and figures in column 6 have been derived as follows: 


la- 

Aan=In-Pa 5 — 
п 

where: Py and Ри-1 are the population of working age in the years п and п-1 
respectively; 
Та and Ly-1 are the active population in the years п and п-1 respectively; 
ДА |p is the change in the active population in the hypothesis of constant overall 
activity rates from the year п-1 to the year п; 
Д ап is the change in the active population due to changes in activity rates from 
the year n-l to the year п. 


4 Including the Saar from 1959 onwards. 
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e other elements have tended to keep the ef- 
pply of labour at a low level in western Germany: 


still in 1961; immigration from southern Europe 
less important in 1962 than in previous years; and the 
crease in working hours has been particularly large. 
It would be interesting to identify precisely which sec- 
tions of the community move so readily into and out of 
_ Ше labour force, as a step towards defining the type of 
inducements most suitable for the mobilization and effi- 
cient utilization of these concealed labour reserves. On 
the basis of activity rates, by sex and marital status, which 
are available for Great Britain during the fifties,4#* the 
broad groups of persons whose participation in the labour 
force declined markedly in 1958 can be identified. They 
are: men in the boundary age groups 15-19 and 60-69; 
married women in the age group 15-24; and, especially, 
single women in all age groups except 20-29. For all 
married women over 29, activity rates tended to rise, 
providing confirmation of the theory that the supply of 
this type of labour is determined not only by the wages 
offered to them but also by the aggregate or joint family 
income, since they are likely to look for work when de- 
mand for manpower, and their husbands’ earnings, are 
falling (or rising more slowly).*% 


_ The Impact of Immigrant Labour 


Migration from countries with an excess supply of 
manpower to countries that have a labour shortage has 
recently been very important in western Europe, the 
number of foreign workers employed having risen 
significantly during the last few years. Unfortunately, 
migration statistics are often scattered and inadequate, so 
that a comprehensive assessment of the current contribu- 
tion made by immigrants to the labour force of each 
country is impossible. For example, naturalized im- 
migrants are not counted as foreign workers and statistics 
of foreign labour often do not include foreigners perma- 
nently resident in the country or people employed in 
occupations for which a work permit is not required.*4 

However, on the basis of existing information, a broad 
estimate of the number of foreign workers employed in 
western Europe in 1962 (at the summer peak) approaches 
the 2.5 million mark. This figure, which is probably an 
under-estimate, combines the following totals for indivi- 
dual countries: 700,000 workers in western Germany; 
650,000 (of which almost 200,000 are seasonal workers) 
in Switzerland; 45 perhaps 700,000 in France; 160,000 in 
Belgium; 127,000 in Sweden; and probably not less than 
another 250,000 in other countries — including at least 
200,000 in the United Kingdom, if account is taken of the 
Irish and the Commonwealth immigrants.4* Apart from 


за Published in Economic Trends, September 1962. 
“ А. С. Pigou, The Economics of Welfare, London, 1932, p. 565. 
““ The ECE secretariat itself is а modest example of this exclusion. 


“ If permanently resident foreigners are included, the figure rises 
to 750,000. 


as Until 1957 the United Kingdom’s balance of migration showed 
a deficit. Net immigration in 1958 and 1959 has been estimated at 


‘came from Italy. However, Spain, Greece and Tw 


igration from eastern Germany came to a virtual В 
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the three major “ 


have recently been “tapped” as important source | 
= et ! of recruits from — 
Yugoslavia has risen appreciably.” с 
_ ТЬе economic significance of foreign workers to the — 
countries concerned is greater than the above figures in 
themselves would suggest. First, immigrants can meet the — 
needs of sectors which, because of the type of work 
involved, are particularly undermanned — mining, agri- 
culture, building, catering and domestic services and many 
branches of manufacturing industry. Second, the mobility © 
of immigrants — both in the sense of adaptability to 
different working and living conditions and of responsive- 
ness to changes in the pattern of demand for labour 
(especially the regional pattern) — is much greater than 
that of nationals. Third, the limited duration of a work 
permit (or the seasonal character of the migration) regu- 
lates the inflow of manpower to the short-run needs of | 
the labour-importing country. The advantages to the 
labour-exporting country are well known: a relief from 
some of the pressures generated by population increases, 

a favourable impact on the balance of payments, and 
often (given the temporary nature of most intra-western 
European migration) an acquisition of skill. 

The following paragraphs set out to analyse the avail- 
able information concerning the three main labour- 
importing countries of western Europe: France, western 
Germany and Switzerland. 

The exact number of foreign workers at present em- 
ployed in France is not known; the only figures published 
regularly refer to annual recruitments and provide no 
indication of the number of earlier immigrants leaving 
the country: 48 
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Number in thousands of immigrants recruited in France, 1950 to 1962 


of which : Italians as 
Total Building Metal percentage 
industry of total 

1950 to 1954 (average) . 18.3 4.9 1.2 76 
1955 на аа ee 19.0 9.5 0.4 75 
Оби к ое 65.4 33.8 6.3 81 
OE (re Основ 111.7 52.0 17.9 72 
LOSS he ne ae oe ee 82.8 29.6 14.9 62 
JOSS" ele Е 44.2 12.5 6.1 48 
Обои еее 48.9 13.9 8.8 40 
Е oo eee 78.9 21.9 14.9 30 
О eee eer. 113.0 36.5 26.9 19 


Source : Various issues of Statistiques du travail et de la sécurité sociale, Paris. 


45,000, at 82,000 in 1960 and at 170,000 in 1961; in 1962 the net 
inflow was of the order of 50,000-80,000 people, although this was 
probably spread very unevenly over the year on account of effect 
of the Immigration Act (cf. HMSO, Overseas Migration Board, 
Statistics for 1961, December 1962, and National Institute of Eco- 
nomic and Social Research, Economic Review, February 1963). 


*7 The number of Yugoslavs employed in western Germany trebled 
between 1960 and 1962 to reach 24,000 in the latter year. 


** These figures do not include Algerians, the net inflow of whom 
was in the order of 15,000 to 20,000 a year during the fifties. In 
addition, temporary short-term immigration, filling seasonal gaps 
in the labour supply, is also excluded. This was of the order of 
30,000 workers a year between 1950 and 1955, 60,000 between 1956 
and 1959, and 100,000 from 1960 onwards. 
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ТАЙ TABLE 10 


bf Employment of foreign workers in western Gernvany 


and Switzerland, 1960 to 1962 


Country and category 1960 | 1961 | 1962510 


: Western Germany < 
Number of foreign workers 


(thousands)... . . г 276 545 706 
Г of which: 
OE I ae ee ieee 121 224 277 
Spantiards:-:. ys) a ss ys 9 62 94 
ithe ct Sout Re oe 13 52 81 
Witgoslava оо’. 9 13 23 
о ое 2 4 19 
Foreign workers аз рег- 
centage of the labour 
р ee one 11 eal See 
Foreign workers as рег- 
centage of wage- and 
salary-earners employed 
RM) aE SECtOIs ЕЕ. 14 2.6 33 
of which : 
Metalindustry ..... 1.6 3.6 4.5 
Other manufacturing industry 1.3 2.6 3.6 
Construction... . . > 33 bee 7.4 
Switzerland 2 
Number of foreign workers 
(thousands) 40. Го. 435 (140) | 548 (173) | 645 (194) 
of which: 
О. 303 (129) 392 (161) 454 (175) 
Germans’ и. 72 (6) 73 (5) 78 (5) 
а fi. PR ws Pyles cP gern 44 (9) 
Number of foreign workers 
by professional groups 
(thousands ) 
Agriculture. ..... 29 (10) 26 (9) 24 (10) 
ОУ Ро oy ota 167 (13) 231 (16) 289 (17) 
GHOSE Ge ec, so 107 (96) 142 (127) | 163 (143) 
Е...“ 132 (21) 149 (21) 169 (24) 
Foreign wage- and salary- 
earners as percentage of 
total employed in facto- 
а i le Pe mer 24.1 30.3 34.4 
of which 
re De aot teehee |. баба 18.7 24.9 30.9 
нее casas 36.2 41.3 45.0 
Cisthiigs 2 Go. 41.9 49.2 53.3 
Metallurgy. . ..... 27.7 35.0 38.9 
Engineering ...... 22.4 29.3 32.9 
Watches and jewellery. . . 7.5 13.6 17.5 


Sources: Warious issues of Amtliche Nachrichten der Bundesanstalt fiir 
Arbeitsvermittlung und Arbeitslosenversicherung, Niirnberg; La Vie économique, 
Berne; and Annuaire statistique de la Suisse, Bale. 


@ Absolute figures and percentages relate to July 1960 and September 1961 and 
1962, and those for Yugoslavs to June of each year. 


> Foreign workers under official control only. Absolute figures relate to August 
of each year and percentages to mid-September. Figures in parentheses refer to 
seasonal workers. 


It can be seen that the number of immigrant workers has 
been important since 1956, although there was a marked 
pause in the inflow in 1959 and 1960 —a pause which 
was reflected in smaller absorptions by building and by 
the metal industry. Until 1957 Italians accounted for 
about three-fourths of total active immigrants, but since 
then their importance has declined significantly in rela- 
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tion to that of immigrants from Spain. A declining share 
of Italians in the total number of immigrant workers (and 
also a concentration of them in the building sector) 
seems to have occurred in western Germany and Switzer- 
land, too (see Table 10). a 


The number of foreign workers in western Germany is 
high in absolute terms, but very small in relation to the 
total labour force, although in the sectors where they are 
concentrated the ratio of foreign to total employees has 
increased significantly in the last two years. By contrast, 
foreign workers now represent about one-third of all 
wage- and salary-earners in Switzerland, and in certain 
sectors the proportion is more than one-half. Closer 
scrutiny of the distribution of immigrant workers in the 
labour forces of western Germany and Switzerland during 
the years 1960-1962 reveals some interesting features. 
In western Germany the rise of 557,000 in the number of 
employees from September 1960 to September 1961 was 
accounted for by 338,000 more Germans and 219,000 
more foreigners. 


Increase in the employment of nationals and of immigrants © 
in western Germany, 1960 to 1962 


Thousands of wage- and salary-earners in September 


1960 to 1961 
Total of which: 


1961 to 1962 
Total of which: 


Foreigners 8 Foreigners 
Allsectors” СЖ РТ ane ¢ 557 269 365 161 
Trade, transport and other services 250 39 212 18 
Commodity-producing sectors 307 230 153 143 
of which : 

Building and construction. . .. . 61 57 83 45 

Metaliindustry :-.... =. 3 5..+: 6 . 227 96 121 49 

Other manufacturing industries. . . 76 57 17 44 


Source: Amtliche Nachrichten der Bundesanstalt fiir Arbeitsvermittlung und 
Arbeitslosenversicherung, Nirnberg. 


@ Excluding immigrants from eastern Germany, who are treated in the statistics as 
nationals. 


> July 1960 to September 1961. 


However, almost two-thirds of the new jobs in the 
commodity-producing sectors were taken up by foreign- 
ers, whereas it was the Germans themselves who were 
employed in about 85 per cent of the new jobs in the 
service sectors — a trend which continued in 1962, when 
Germans accounted for more than 90 per cent of the 
increase in ernployment in the service sectors and for less 
than 7 per cent of the increase in the commodity-produ- 
cing sectors. In building and construction and the metal 
industry foreigners accounted for 54 per cent and 40 per 
cent respectively of the total increase in employment in 
1962 and in the manufacturing sector, excluding the 
metals branches, the employment of Germans declined 
by 27,000, while the number of foreigners employed rose 
by 44,000. 

This trend in industry is even more evident in Switzer- 
land, where the number of nationals employed has de- 
clined in almost all industrial sectors. It seems that most 
of the Swiss who have left the industrial sector have been 
women.** 


49 In fact, some industries such as engineering, watchmaking and 
jewellery saw a slight increase in the employment of men — mainly 
highly skilled workers — although this was more than offset by the 
exodus of women. 
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Increases in industrial employment of nationals and foreigners 
in Switzerland, 1961 and 1962 


(Thousands ) 
1961 19626 

Swiss Foreign swiss = 

All industrial branches .. —7.0 569 —3.8 43.0 
Metal-making and engineering . —0.6 26.9 23. 17.8 
Watchmaking and jewellery .. —0.6 42 —0.5 2.9 

_ Textiles and clothing ...., —5.3 10.5 -3.5 7.0 
Са =! 0.7 1.2 —1.2 DS 
Other industries ...- . . =. И 141—100 128 


Sources: La vie économique, Berne, and Annuaire Statistique de la Suisse, 
Ble, various issues. 
@ Wage- and salary-earners in industry, excluding handicrafts. 
D The total number of laboratory research workers in 1962 has been estimated by 
the secretariat. 


A more detailed analysis of employees classified into 
skilled and unskilled workers, technicians, and clerical 
and administrative staff is impossible since the appropriate 
data are not available; but it would probably reveal, both 
for western Germany and for Switzerland, a large move- 
ment of nationals from unskilled to skilled work, and 
from factories to offices and laboratories. Global figures 
of foreign workers employed in various countries also 
fail to ‘reveal the rate of turnover of immigrants and the 
quality of the foreign manpower — both important con- 
siderations to the importing country. Precise information 
on these matters is, again, hard to come by, but there 
seems little doubt that the recruitment of skilled or semi- 
skilled foreign workers is becoming increasingly difficult. 
Moreover, some skilled foreign workers who cannot 
easily be replaced are apparently now returning to their 
homelands. Italy is now creating more and more employ- 
ment opportunities, so that the large reservoir of surplus 
manpower to which western European countries have 
been accustomed to turn is now drying up.®° The fall in 
the rate of increase of workers emigrating from Italy is 
being accompanied by a rise in the participation of 
southern Italian workers. Indeed, the number of more 
skilled workers emigrating from northern and central 
Italy seems to be falling even in absolute terms, so that 
the workers now crossing the Alps are probably on 
average less skilled than hitherto.*! 


50 It is reported that Italian firms — especially in the north — are 
advertising for emigrants to western Germany, Switzerland, Belgium 
and Sweden to return to Italy with the inducement of wage rates and 
conditions of work comparable to those they are now enjoying 
(The Financial Times, January 23, 1963). The establishment of 
west German recruiting commissions in Spain, Greece and Turkey 
in 1960 and 1961 indicates an effort to widen the foreign sources 
of supply of manpower in view to the increasing difficulties of 
recruiting Italian workers and the stoppage of supplies of active 
labour from east Germany. 


51 The numbers of workers recruited by the west German recruiting 
commissions in Italy in 1959, 1960 and 1961 were as follows: 


1959 1960 1961 
Area Thou- Percen- Thou- Percen- Thou- Percen- 
sands tage sands tage sands tage 

Northern Italy ..... 53 21 9.9 11 6.9 6 
Сена! Мау. ..... 6.8 27 21.7 23 11.7 11 
Southern Italy ..... 12.9 52 61.7 66 88.4 83 
(including islands) 

Potal Иа. 25.0 100 93.3 100 107.0 100 


Source: Anwerbung und Vermittlung Ausldndischer Arbeitnehmer, Supplement 
to the Bundesanstalt fiir Arbeitsvermittlung und Arbeitslosenversicherung, Niirnberg 
op. cit. ; 


The Outlook for the Labour Market in the Coming Years — 


The weak — or negative — growth of the population — 
of working age expected in western Germany, Austria, 
Belgium, Sweden and Switzerland in the next decade is 
an unfavourable development from the point?of view of 4 
ensuring adequate manpower resources for economic ~ 
growth. Western Germany’s potential labour force, taking 
account only of the demographic factor, should have 
remained practically constant during the past few years; 
and it will decrease after 1963 —а pattern which will 
probably occur — though in milder form — in Austria, 
too. In Belgium demographic developments will augment 
manpower supplies only very slowly in the next few years; 
while in the Scandinavian countries the demographic 
trend will be slightly more favourable than in the preceding 
decade. The trend in the age structure of the population 
expected in most western European countries — a rise in 
the proportion of young and old people —is also an un- 
favourable prospect from the point of view of manpower 
supplies. Not only will the decreasing proportion of inter- 
mediate age groups tend to limit the increase in the size 
of the labour force but labour mobility will also be im- 
paired as a result of the rising proportion of older workers. 


It should be remembered that over the next decade 
other considerations — such as the continued shortening 
of the working week and later school leaving and earlier 
retirement ages — will conspire to limit the growth of the 
labour force of almost every western European country. 
This greatly enhances the importance of such beneficent 
factors as immigration and increases in activity rates 
(especially for women), and also the release of labour 
from agriculture and handicraft activities. 


Thus, western Germany, Austria, Belgium and Sweden, 
at least, in addition to Switzerland, will need imports of 
labour. Conversely, southern Italy, Spain, Greece, 
Yugoslavia and Turkey will probably continue to be 
important sources of supply in the near future. According 
to official estimates, the annual contribution of immigrants 
to the west German labour force will be about 70,000 in 
1963. This figure seems low if compared with the remark- 
able inflow of immigrants from eastern Germany which 
occurred during the fifties (when the demographic factor 
was not negative, as now) and with the annual average 
of almost 200,000 workers who entered western Germany, 
mainly from southern Europe, in 1961 and 1962. Now 
that unemployment has practically disappeared, the 
Belgian economy may well become much more dependent 
upon foreign labour than in the past. In Sweden immigra- 
tion — mainly from near-by countries — has proved to 
be fairly sensitive to the general economic situation, and 
It is to be expected that, in the event of a rise in the 
demand for labour, immigration will make a consistent, 
if inadequate, contribution to the supply of manpower. 
In other Scandinavian countries immigration does not 
seem to be very important, although Norway has started 
to recruit a small number of foreigners — among them 
some Spaniards —to meet the acute and very specific 
shortage of merchant seamen. In 1962, it was decided to 
recruit 40,000 foreign workers to Austria, a figure which 
has been raised to 47,000 for 1963.54 


514 The figures quoted were those agreed between the Federal 


fairly high (especially for married women), and it is 
‘unlikely that they will rise much in the next few years; 
_ moreover, it{seems reasonable to suppose that accruals 
to the labour force deriving from higher female activity 
tates will be more or less offset by the fall in activity rates 
Е Гог both men and women in the age groups under 25 
_ (as a result of the additional years spent in higher educa- 
_ tion) and also in the oldest’ age groups. In contrast, 
Е activity rates for women (especially for married women) 
я appear to be rather low in Belgium and the Scandinavian 
_ countries. A possible explanation of this — apart from 
national traditions — could be the difficulty of obtaining 
_ domestic help. Moreover, the taxation systems of these 
_ countries, which cumulate the earnings of both husband 
and wife, often make a wife’s remuneration only mar- 
 ginally significant. In some countries — Sweden, and 
Norway, for example — additional hurdles to the employ- 
” ment of married women are the scattered urban agglom- 
erations and lack of facilities for part-time work. It would 
seem that with appropriate policies and adequate eco- 
nomic stimuli a large number of women could be brought 
into the labour force in these countries. The Swedish Plan 
for the years 1960-1965 made specific recommendations 
on the matter. In Austria, a country with virtually no 
natural increase of the labour force, considerable reliance 
has been, and will be, placed on the labour reserve 
afforded by the agricultural and handicraft sectors. 


In a second group of countries, which includes the 
Netherlands, France, Italy and also the United Kingdom, 
the natural increase in the population will impart a degree 
of buoyancy to the supply of labour in the very near 
future. In the Netherlands demographic influences will be 
very strong, since the labour force (at constant activity 
rates) is expected to increase by some 90,000 people, or 
2 per cent, a year between 1962 and 1966 — а rate which 
from then until 1970 will slacken to about 1.3 per cent 
per annum. In France a rise of about 100,000 active 
people (or 0.5 per cent) is expected in 1963, almost double 
that of the last few years. Then, starting in 1964, the rate 
of increase will quicken to 0.7 per cent or about 125,000 
people per annum, whilst during the next four years the 
age group 20-65 will decline by about 100,000 and the age 
group 14-19 increase by almost 600,000. After 1967, the 
generation born in the postwar “ baby boom ” will reach 
the age of 20 years and the latter trend will be reversed. 
In the United Kingdom, the demographic increase in the 
active population of 270,000 people, or 1.1 per cent, 
reached its peak in 1962, and, whilst at 0.6 per cent it 
will be somewhat less in subsequent years, it will still be 
important. In Italy, the rise in the labour force in 1963 
due to the demographic factor will still be considerable, 
amounting to some 150,000 people or 0.7 per cent of 
the labour force; but thereafter the rate of increase will 
decline to one-half as much. In Switzerland the growth 
of the active age groups will slow down so that the 
domestic labour force is expected to grow by only 0.8 per 
cent a year during the next five years. 


Economic Association and the Austrian trade unions. The limit of 
40,000 foreign workers in 1962 was not reached, and it is reported 
that intensified efforts are being made to recruit foreign labour 
(Die Presse, 29 November 1962). 


In western Germany, female activity rates are already 


In some countries certain special features deserve — 
mention. School attendance in Italy is at present rather _ 


low, but is expected to improve appreciably, deprivingthe = 


labour force of some 50,000-80,000 young people every 
year; on the other hand, it is likely that an increase in 

activity rates will raise the recruitment of women to the 

labour force by 150,000 each year. Labour reserves, in 

the form of unemployment and underemployment in the 

southern regions, are still quite large and will be sufficient 

to “feed ” the country’s economic development as well 

as to contribute (at a decreasing rate) to the manpower 
needs of neighbouring countries. It is foreseen that full 

employment will be reached within the next decade, 

although training and regional development are still 

formidable tasks to be faced by the country’s policy 

makers. 


France will see an unusually large expansion of its 
labour force in 1963. This will result from the combined 
effect of three factors: the inflow of labour consequent 
upon the Algerian settlement, the continuing increase in 
the number of school leavers — a legacy of the postwar 
bulge in the birth-rate — and a continuing outflow of 
workers from agriculture to industry and services. It is 
the first of these factors which will dominate the supply 
of manpower in the near future. According to the latest 
estimates, some 200,000 active persons, of whom 175,000 
are repatriates and 25,000 Algerians, in addition to some 
200,000 released from the armed forces, will be added to 
the country’s civilian labour force in consequence of the 
Algerian settlement. The first impact of this large and 
sudden accrual was the increase in unemployment during 
the second half of 1962, but the full effect has not yet 
been felt because those repatriated and released from the 
army are in receipt of a state allowance during the first 
year, and may not yet have applied for jobs. 


Thus, a new horizon seems to have opened up to a 
country whose active population has barely increased for 
half a century, although it must be appreciated that some 
structural difficulties may arise as a result of discrepancies 
in the patterns of demand and supply of labour. Demand 
for technicians and skilled workers will continue strong, 
but will be eased little by the supply of repatriates, who 
are, it seems, more fitted for jobs in offices and trades. 
It is possible that despite the sharp rise in the domestic 
labour reserves a large number of foreign workers will 
still be required in order to relieve continuing scarcities. 
New problems will also result from changes in the age 
structure of the working population, since it is expected 
that the number of young people in the age group 14-19 
will be more than 50 per cent higher in 1966 than it was 
in 1960. Training and retraining schemes, and indeed 
readaptation facilities in general, will be important means 
of overcoming both these problems. 


In the analysis of resources which formed the basis of 
its belief that between 1961 and 1966 a 4 per cent annual 
rate of growth could be sustained, the United Kingdom 
National Economic Development Council obviously 
welcomed the contribution that can be made by an 


52 In the population projections prepared by the Central Statistical 
Office, an emigration figure of some 95,000 people per year during 
the sixties has been assumed. 


ment problem. At present, the numbers unemployed in 
the United Kingdom are so high that the Government 
finds itself almost in the same position as the United 


г annum expansion of the labour force. 
quick expansion 


cent per a ie Е u 
n the short run, however, the relatively ns 
f the labour force will exacerbate the current unemploy- 


States administration two years ago, when it was dis- 
covered that even substantial reflationary measures, 
undertaken immediately, would have a significant impact 


| оп the numbers unemployed only after а considerable 


lapse of time. Because of a probably higher than average 
increase in the labour force and productivity in the United 
Kingdom during 1963, it has been estimated that, merely 


in order to reduce unemployment by a half percentage 


point, effective demand will need to rise by about 5 per 
cent during the year —a rise which is, of course, much 
above the current British trend.54 


53 NEDC, Growth of the United Kingdom Economy to 1966, op. 
cit. р 

54 National Institute of Economic and Social Research, Economic 
Review, February 1963. 
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accounted for two-thirds of the growth in the я 
working population in the second half of the fifties ап. 
for as much as four-fifths in 1961 and 1962. Anxiety 
about the growing dependence of the Swiss economy on 
foreign labour has recently resulted in a Federal Govern- 
ment decision to restrict the admission of foreign workers 
(except those engaged in agriculture, hospitals, transporta- 
tion and domestic services) from 7 March 1963 until the 
end of February 1964. The Organization for Economic | 
Co-operation and Development (OECD) has recently 
pointed out that the stable expansion enjoyed by the 
Swiss economy during the last decade has been largely 
due to the inflow of foreign labour and that a sudden 
limitation of this inflow could have unfavourable repercus- 
sions on costs and prices, if, in line with this limitation 
of resources, the growth of demand does not slow 
down.* 


55 See OECD, Switzerland, February 1963. 


4. WAGES, PRICES AND PROFITS 


Wages 


Wages rose appreciably during 1962, and in a number 
of countries — Belgium, France, western Germany, Italy, 
the Netherlands, Norway and Switzerland — the in- 
creases were larger, and sometimes considerably larger, 
than in 1961, despite the slackening of the boom (see 
Table 11). Although the general scarcity of labour in 
western Europe tended to relax, the number of unfilled 
vacancies, particularly when concentrated in particular 
sectors or for particular skills, maintained an upward 
pressure on the wage level. Moreover, owing to the 
pressure of the wage spiral, the high rates of increase 
achieved in 1961 were carried over into 1962, and later in 
the year rising prices of consumers’ goods reinforced 
wage claims. While in some of the countries listed in the 
table, such as western Germany, Norway and the United 
Kingdom, the rate of wage increases decelerated in the 
course of the year, in the others the increases were at least 
as great in the second half of 1962 as during the first 
six months. 

In Italy and France, where increases had been high in 
1961, the rise accelerated. In the former country this was 
due both to emerging scarcities of certain types of skilled 
labour and to a decrease in total unemployment, which 
strengthened labour’s bargaining position (and was 
accompanied by a wave of strikes); moreover, since wages 
had lagged behind productivity for some years past, 
employers were not well placed to resist the claims 
presented. In France, besides certain labour shortages, 
the rising cost of living was a further spur to higher and 
more general wage claims, since real wage increases during 
the first part of that year were relatively low compared 
with those granted elsewhere in western Europe (see 
Table 11). Towards the end of the year several new wage 
agreements were concluded; and in October the Govern- 
ment raised civil service salaries and wages of the em- 
ployees of the railways and other nationalized enterprises, 


as well as a number of social security benefits. Minimum 
wages increased automatically by 214 per cent in June 
and by 414 per cent.in November, and will rise again 
when the special cost-of-living index reaches 134.33 (in 
January 1963 it stood at 133.24). A new agreement signed 
by the.Renault company in December extended by four 
days the annual paid vacation of workers to four weeks,*® 
an idea which quickly won favour among workers in 
other industries: two other motor-car manufacturers 
—Citroén and Berliet— have already followed suit. 
Renault’s innovation has caused some concern among 
French employers: if four weeks’ vacation during the 
summer months — the slack season — can be accorded 
without a serious loss of output in the motor-car industry, 
this is not the case in most other industries, where 
employers are wondering how a shortening of working 
hours can be reconciled with the large increases in produc- 
tion sought in the Fourth Plan. The November survey of 
the economic situation conducted by the INSEE found 
that business managers anticipate on the whole substantial 
wage awards in 1963.57 


In the Benelux countries wage increases had been 
relatively moderate in 1961, but the rate has doubled 
since and at present shows no tendency to slow down. 
In Belgium, wages and prices have been more stable than 
elsewhere in western Europe during the last few years; 
but in the Netherlands, labour scarcity leading to pres- 
sure on wage and price levels remains and is likely to 
persist during 1963, even though a slight easing may 
occur on account of a relatively large number of new 
entrants to the labour market (see section 3). In the plan 


ne Four days according to the agreement, one additional day 
already given as a special benefit, and the normal Saturday. 

57 INSEE, Etudes et conjoncture, Supplément No. 1, 1963, p. 15. 
Of those polled, 35 per cent expected a considerable, and 63 per 
cent a moderate, increase, while only 2 per cent expected stability. 


TABLE 11 
Nominal and real hourly earnings in industry in selected western European countries 
Percentage change over corresponding period of previous year 


Nominal earnings 


Real earnings 2 


Country 1961 1962 1961 1962 
1959 1960 1959 1960 

halt half halt batt? halt half balf half? 
Austria. <i". 3 5. 7 210 10 9 8 |5 8 56 4 855 
о ks. 2 АСТ Ч Е УЗ РЗ. ОТВ 
Denmark .... 8 710% 14112. 9% 6 16 к-т 1 
м i, (2 6 OPS) 16...64 3 6 6 3 1 
Prance: Se Stren sep 6 АЗ 8. 8 249. oe Ser 5 93 
Western Germany 6, 107 Tee 3041311042428: ° 10553 09 S27 
Пак. Ге 2 Aig ЗОО Ри 1 ВЫ 
Netherlands¢f .. 2 Se 5 510-10. 6 Ч». 9 об ETT 
Norway ® 1... 9 ATO AN RI2 7 |. -4 3.869 i. ool 
Ведение 20. 4 б. 3101815 GAG. | sc 3 mee) 1 3 
Switzerland®. ... 2 Si 2S 678622 sD > a 2 
United Kingdom?. . 4 ЭРО 786 & 42s ais 47 4 2-1 — 


Sources : National statistics. 
@ Deflated by the cost-of-living index. 
© Third quarter for Belgium, Finland, France and Norway. 
с Including building, transport and services. 
@ Manufacturing only. 


for 1963, the Netherlands authorities assume an average 
wage increase of 714 per cent. Since a large part of this 
has already been committed by wage agreements con- 
cluded in 1962 and for adjustments in social insurance 
payments, a margin of only 1.2 per cent was left for 
negotiation in 1963. This was considered a rather low 
percentage and subsequent discussion on whether the 
economy could bear a greater increase has ended in the 
decision to allow an average increase of 2.7 per cent. In 
this connexion it is significant that recently concluded 
wage agreements for three industries (the metals, textiles, 
and clothing industries) have conceded increases of 3.7 
per cent. 

In western Germany and Norway the unusually large 
increases of 13 and 12 per cent recorded in the first half 
of 1962 compared with the corresponding period of 1961 
were not maintained in the latter six months. In western 
Germany the deceleration reflected a greater reluctance 
on the part of employers to concede wage demands, a 
more moderate attitude of wage- and salary-earners and, 
smaller increases granted by the public authorities. This 
would suggest that, as happened in 1958, the response of 
wage claims to some easing in the pressure of demand may 
be swifter in western Germany than in some other indus- 
trial countries — the United Kingdom in particular. In 
western Germany a number of wage claims of 6-8 per cent 
(compared with the 12 per cent rise in 1962) are in pros- 
pect or have been lodged and will probably be the starting 
point of wage bargaining during 1963; and the chemicals 
industry is still dealing with an 11 per cent claim out- 
standing from 1962. If wage increases are to remain 
within the limits of the rise in productivity that can be 
expected for the year, employers’ resistance to these 
claims will have to be seen to be firm. 


@ Wage rates. 

7 All economic sectors. 
9 Men only. 

№ Including building. 


In a number of other countries — notably Austria, 
Finland and Denmark — all of which had introduced a 
policy of restraint in the first half of 1962 58 the rate of 
increase in wages had already been slowing down since 
either the middle or the end of 1961; and in the United 
Kingdom the restrictive measures introduced in July 1961 
and the agreed wage pause resulted in the lowest increase 
among the countries listed in Table 11. 


In Austria, the wage and price freeze agreed between 
unions and employers in the Joint Wage-Price Commis- 
sion in July and extended until the end of January 1963 
has proved reasonably successful. In Denmark, the growth 
of gross domestic product in 1963 is estimated at 2 billion 
kroner (the same, increment as in 1962), two-thirds of 
which will already be absorbed by the cost-of-living 
bonuses payable to wage-earners from March-April and 
by a continuation of agricultural subsidies at the present 
level. Little, if anything, is therefore available for the 
settlement of wage claims or for increases in other incomes 
in 1963. The decisions on the collective wage agreement 
which were part of the new anti-inflation programme 
mentioned in section 6 extended the present agreement 
for two years and granted only moderate increases (cost- 
ing 60 million kroner) in the lowest wages this year, and 
an additional 120 million kroner was made available for 
general increases to all wage-earners in 1964. 


The Cost of Living 


During 1961 increases in the cost of living were gener- 
ally quite moderate, so that increases in real income 
followed those of nominal earnings fairly closely; but in 


58 See the Economic Bulletin for Europe, Vol. 14, No. 2. 


Wotale wer tee tee 102 104 104 103 103 
of which 
FOOd nim отв 101 105 106 104 103 
Rents fs. 109 103 103 103 103 
ELVICES 60 оо Е 103 104 104 104 104 
Ireland 
Е + crn eee at 103 104 105 104 104 
of which 
"Зо 7.2) ysc is anew 104 102 104 102 100 
ВЕНЕ ete ok) he 103 104 104 104 
SERVICES О ben oes 102 105 105 106 


1962 real wages increased less than nominal wages every- 
where except in Italy and the Benelux countries. 


Table 12 shows that the cost of living rose between 
1961 and 1962 by 4-7 per cent in alli the countries listed 
except Belgium; and for most countries the index in 
1962 stood between 7 and 12 per cent above the 1958 
level. Hence, almost one-half of the total advance during 
the last four years occurred in 1962. Higher food prices 
during 1962, due to the poor 1961 harvest and the cold 
spring of 1962, were mainly responsible. This was in 
contrast with what happened during the period since 
1958 as a whole, when food prices rose less than the 
average cost-of-living index — except in Sweden, where 
the rise of 20 per cent was due to the automatic increase 
of agricultural producers’ prices. Higher rents have also 
contributed to the increase both during 1962 and since 
1958, except in Sweden. Prices for services also increased 
as much as or more than the average cost-of-living index 


Total.) орде 103 105 106 104 103 
of which 

FPOGd Ss ee ee eee te 102 103 106 103 103 

Reawiin 2 fee 104 105 106 106 105 

Services). cc. «lees 105 106 106 105 104 


Sources ; National statistics. 
@ Excluding rent. 


> Yearly figure is an average of five quarters. Quarterly figures relate to the first 
months in each quarter. 


с Including drink and tobacco. 
@ October-November. 
в Including drink. 


since they tend*to follow wages more closely than other 
prices due to their comparatively high wage content. 
This suggests that the prices of manufactured consumers’ 
goods have lagged behind the average cost of living — 
a tendency confirmed by the comparative stability of 
industrial prices during 1962 resulting from keen inter- 
national competition. 


There are signs that the upward movement of the cost 
of living is slowing down: in most countries the rate of 
increase has slackened since either the third or fourth 
quarter of last year. In western Germany the cost-of- 
living index declined in August and has remained station- 
ary since, mainly reflecting the lowering of food prices 
following a good harvest and also a slower rise in the 
prices of industrial goods, while in both the United 
Kingdom and Austria the cost of living has even declined 
slightly. Only in Italy, Denmark and Finland was the 
rate of increase in the cost-of-living index higher in the 


_ Finland 


TABLE 13 


Productivity and wage costs in industry in selected western European countries 


1961 = 1962 


1959 1960 1st 2nd ist 2nd 
half half half half? 


Country and item 


Austria 


Output рег worker ..... 106 107 102 100 101 103 

Weekly earnings? . . . . . 103 107 110 109 107 108 

Wage-costs Ее... 97 100 108 110 106 105 
Denmark 

Output per man-hour 106 102 104 103 

Hourly earnings® ...... 108 107 112 110* 


м т И 
Prices of тапиасвитез. ... 


Output рег man-month ... 
Hourly earnings. ...... 
Wiage-cosis о 
Prices of manufactures... . 


France 
Output per man-hour 
Hourly wage rates? ..... 
Wy ARC=CORES а, sa cc 
Prices of manufactures. . 


Western Germany 
Output per man-hour ‚К 
Hourly earnings. ...... 
оу coe co soa se se 
Prices of manufactures... . 


Ireland 
Output per worker 
Weekly earnings 
реа. 
Prices of manufactures... . 


ee we ei, ce 


CS ye. 


second half of 1962 than in the first; but in the former 
country, wage increases were amongst the highest in 
western Europe, and in the other two countries inflation- 
ary pressure persisted throughout the year, although a 
price stop was decreed in Finland in November in 
connexion with the monetary reorganization. As men- 
tioned above, in spite of the rapid rise of earnings in 
1962, real wages generally increased less than in the 
previous year, owing to the steeper rise in the cost of 
living. Nevertheless, as shown in the table, the margin 
of improvement was still considerable — ranging be- 
tween 4 per cent and 8 per cent in several countries. 


Wage-costs 


Wages continued, during 1962, to rise faster than 
productivity in most — and probably in all — countries 
of western Europe. This may be seen from Table 13 for 
those countries for which fairly comparable data on 
productivity and wage-earnings are available. Early in 
1962 wage-costs were on the whole rising rapidly, and 
comparisons of either the second half of 1961 or the first 
half of 1962 with the corresponding period of the previous 


Index numbers, corresponding period of Previous year = 100 


_ 1961 


1962 
Country and item 1959 1960 ist 2nd Ist 2nd 
half half half half@ 
Netherlands 
Output per worker ..... 107 110 102 98 101 102 
Weekly wage rates? ..... 102 109 105 103 106 108 
Маре м. 95 99 103 105 106 105 
Prices of manufactures. . . . | 100 100 100 101 100 100 
Norway 
Output рег worker ..... 107 107 104 105 103 103 
Hourly earnings’ ...... 109 104 104 110 112 107 
Е a rc taeee 102 97 100 105 109 104 
Prices of manufactures. . . . | 100 102 99 101 102 100 
Sweden 
Output per man-hour 105 107 105 105 102 105 
Hourly earnings ...... 104 106 110 108 106 109 
Wage-costsh: tents fo 8k .7s 99 100 104 102 104 103 
Prices of manufactures. . . . | 100 102 103 102 102 103 
United Kingdom @ 
Output рег worker ..... 106 98 99 99 100 103 
Weekly earnings ...... 105 107 106 105 103 104 
Wage-costs 4%. a BG 99 109 107 106 103 101 
Prices of manufactures . 100 102 102 102 102 102 


Note. — Except for western Germany, where the data were taken directly 
from national sources, output per worker (or per man-hour) has been arrived at by 
dividing index numbers of production by index numbers of employment or man- 
hours worked, Similarly, wage-costs were obtained from output per worker and 
earnings. Price indices for manufactures relate to wholesale or producers’ prices 
and comprise the output of broad sectors of industry coverage which varies from 
one country to the next. 


@ Data for the second half of 1962 are provisional and cover 3 to 6 months. 
> Includes building. 

€ Includes building, transport and some service industries. 

@ Manufacturing only. 

€ All economic sectors. 

f Adult male workers only. 


year show increases of between 6 and 10 per cent. These 
increases were the result not only of the accelerated rise 
in wages but also of a temporary slackening in the growth 
of productivity in a number of countries caused by the 
slower expansion of production during the latter part of 
1961 and the first half of 1962. In consequence the sharper 
rise in production during the second half of 1962 brought 
some improvement, although in many countries this just 
counterbalanced the effects of larger wage increases. 


Thus, in the three largest countries of western Europe 
the situation clearly improved. In the United Kingdom 
a simultaneous decrease in employment — due to dis- 
hoarding of labour — and a modest increase in production 
in the second half of 1962, compared with the correspond- 
ing period of 1961, resulted in a 3 per cent increase in 
productivity and a rise of only 1 per cent in wage-costs. 
Productivity in France resumed its high rate of increase 
during the first half of 1962 and accelerated during 
the second half, so that the increase in wage-costs was 
reduced to 1 per cent — the lowest among the countries 
listed — despite the large increase in wages. In western 
Germany a larger gain in productivity was accompanied 


Ell 


_ Буа deceleration of wage increases, with the result that 
the wage-costs increased by 2 per cent in the second half 
of 1962 compared with the corresponding period of the 
previous year. It therefore appears that at present the 
prospects for price stability from the cost side are better 
in a number of countries than a year ago, unless the 
cumulative pressure of past increases in costs continues 
to push prices upwards. 


Prices 


During 1962 the prices of industrial products — unlike 
those entering the cost of living — did not on the whole 
rise much, despite rising costs. As can be seen from 
Table 13, in most countries — except perhaps Ireland 
and Austria — the increase from 1961 to 1962 was some 
1-2 per cent; in western Germany it was about 1 per cent 
and negligible in the Netherlands and Belgium. This 
relative price stability is generally — apart from a decrease 
of import prices of less than 2 per cent — to be attributed 
to the keenness of international competition reflected, 
inter alia, in increased imports into some countries (for 
example, western Germany and France) and to a con- 
sequent squeeze of profit margins where wage-costs have 
risen. Moreover, the business inquiry conducted by the 
EEC indicates that managers in the Common Market 
expect further price rises—a finding that is probably 
valid for most of industrial western Europe.*® The 
authorities have consequently been concerned about price 
rises, and this concern has resulted in a few countries in 
the introduction of new measures of general restraint of 
demand. In others attempts are being made to find more 
direct means of regulating increases in wages and other 
incomes (see section 6). In Italy and Austria increased 
international competition has been used — through 
ratiff reductions and import liberalization — as a means 
of checking price increases. 


Therefore the situation still contains elements of dangere 
Wages are still rising fast and often faster than produc- 
tivity, even if the margin is not as great as it was at the 
beginning of 1962; and although there is a chance that 
wages will increase less in 1963 than in 1962, particularly 
during the latter part of the year when the supply of and 
demand for labour may have moved closer to equilibrium 
in a number of countries, they may well still rise faster 
than productivity in many countries. In Austria a rapid 
increase in prices which had developed in the first half 
of 1961 was arrested during the latter part of 1962 by the 
wage and price freeze, agreed by the Joint Wage-Price 
Commission and mentioned above. The more moderate 
rate of expansion of the Austrian economy, and a more 
liberal import policy, have also contributed to the im- 
provement of the situation. 


In France, industrial producer prices started to rise 
again in August 1962 after several months of stability. 
In view of the much greater rise since 1958 — as compared 
with other countries — of both producers’ prices and the 
cost of. living, the general impression exists that the 
advantage of the 1958 devaluation has disappeared, 


5° Résultats de l’enquéte de conjoncture auprés des chefs d’entre- 
prise de la Communauté, Brussels, February 1963. 


&° М. Giscard d’Estaing, L’Information, 11 December 1962. 


EEC partners shows that French wage-costs 


in the majority of industries than in the other Commo: Y 
Market countries except western Germany.* Moreover, 


the provisional accounts of the nation for 1963 provide 
for a total permitted price increase of only 2 per cent 
compared with the year 1962; and official policy stresses 


the imperative need of price stability.°* The index of 


prices of industrial products increased by less than I per 


cent during 1962, as shown in Table 13; but this index 


includes imports and is heavily weighted towards inter- 


mediate and semi-processed goods whose prices remained _ 


in the main stable or even decreased during 1961 and 1962. 
However, since the index of retail prices of manufactured 
products rose by 3 per cent, these indices probably 
indicate more accurately how prices of manufactures 
behaved. Quite apart from the present temporary 
influence of the cold winter 1962/63, there are many 
indications that this rising trend will continue. For 
instance, the November and December inquiries con- 
ducted by INSEE and the EEC report entrepreneurs as 
expecting further price increases.**¢ Moreover, in 1963 
prices for certain important government services — gas, 
electricity and transport — may be expected to increase, 
since they remained largely unchanged during 1962. 


Profits 


The fact that costs have risen faster than prices, parti- 
cularly export prices, has almost certainly caused a relative 
decline of profits in factor income in most countries: 832 


Percentage share of wages and salaries in total wages, 
salaries and profits 


Country 1960 196] 1962 
United Kingdom .... 67.4 68.9 69.6 
France Е 83. 51.9 532 54.1 
Пас са ein ВЕ 55.0 55.6 58.2 
Netherlands... 52.8 $5.4 57.9 
Western Germany . 60.9 62.2 63.8 
NOEWaAU ао eee 65.3 65.8 68.4 
BEIM Somer ck oto 57.5 57.5 a 


Sources : National statistics. 


The above figures provide only a rough indication of 
the changes that have occurred; ®¢ and they veil the 


81 IFO, Schnelldienst, 8 February 1963, р. 2. Wages, however, are 
not the only determinant of costs. 


83 М. Giscard d’Estaing, address to the National Assembly, 
January 1963; cf. also Le Monde, 19 December 1962. 

83а INSEE, Etudes et conjoncture, op. cit.; and EEC, Résultats 
de Penquéte de conjoncture auprés des chefs а *entreprise de la Com- 
munauté, Brussels, February 1963. 


| 25 Рог an extensive discussion of shifts in factor shares in 
income, see the Economic Survey for Europe in 1956, Chapter VIII. 


“ec Differences in the definition and the coverage of the under- 
lying aggregates (profits and compensation of employees) preclude 
inter-country comparison. In some countries profits — before or 
after depreciation — and the wage-bill relate only to the business- 
enterprise sector, whereas in others they relate to all three sectors of 
the economy (business, government and households). Besides these 
statistical discrepancies, the figures shown above reflect also the 
varying importance of self-employed workers (farmers, craftsmen 
and other unincorporated private enterprises) in the sum of income 
payments made to residents in each country. For these and similar 
reasons, it cannot be too strongly emphasized that inter-country 


a 


and a comparison of wage-costs in France with those of its: 


РК ОРУ 


effects of relative price changes — for example, between 
‚ agricultural and industrial products — on incomes within > 
_ the rather mixed entrepreneurial group. < 


In a few countries—the United Kingdom is the 


4 ве example — some increase in profit margins may 
_ be expected to follow automatically on any acceleration 


_ of expansion as fixed costs are spread over a large volume 


_ of output and rising labour productivity tends to reduce 
_ unit wage-costs. In some countries the efforts of entre- 
_ preneurs to re-establish their positions may tend to raise 


prices as market conditions permit. 


The recent tendencies for profits to be squeezed also 
raise some other important questions. A relative decrease 
in profits need not automatically mean a similar relative 
decrease in consumption by the entrepreneurial class, 
since the proportion between distributed and undistri- 
buted profits may be changed. Thus, distributed profits 


_-may still rise relatively more than total entrepreneurial 


income, leading to a lower increase or even to a decrease 
in undistributed profits. In western Germany, for instance, 
the degree of business self-financing is reported to have 
decreased to 55 per cent in 1962, from 62 per cent in 1961 
and 72 per cent in 1960.°¢ The following table brings 
together some indications of tendencies in four western 
European countries in this respect: 


Undistributed profits of enterprises as a percentage 
of total profits (after tax) 


Country 1960 1961 1962 * 
Western Germany 31.3 25.4 20.3 
THeCINEMAnGS “г. 17.6 154 = 
United Kingdom 37.5 26.7 
POP ty Ai eer mes 45.5 48.1 


Sources : National statistics. 


A shift in the distribution of personal disposable income 
from non-wage-earners to wage- and salary-earners prob- 
ably has no great effect on national savings as it is likely 
that the difference between the savings ratios out of wages 
and salaries and out of distributed profits in western Europe 
is no longer as great as it was.°*¢ However, any decrease 
in undistributed profits means a corresponding decrease 
in the total private savings ratio, with possible effects 
on investment activity. The possession. by an enterprise 
of ample financial reserves is a favourable factor and a 
decrease in reserves creates an obstacle to the implemen- 
tation of its investment programme, though the impor- 
tance of such obstacles certainly varies from case to case. 


There is no general agreement on what direct effects the 
actual level of profits has on the incentive to invest or 
whether other determinants — such as anticipated demand 
in relation to existing capacity — are more important. 
The view that the present deceleration of capital formation 
is attributable to decreasing profits finds much favour 
among employers, but it was argued in section 2 that as a 


comparisons are meaningless. However, comparisons over time re- 
main on the whole valid and can be assumed to reflect — even if only 
approximately — the shift from entrepreneurial to wage income. 

52а Dr. H. Deuss, Chairman of Commerzbank А.С., The Financial 
Times, 19 October 1962. 

62¢ National accounting conventions normally include commercial 
and agricultural incomes in “ profits”, but allocate managerial 
income to wages and salaries. 


result of the investment boom capacities have outstripped _ 
demand. The fact that profits have decreased most in those 
countries and in those branches where production and 

productivity — whether on account of demand or of 

supply factors — have increased least does not facilitate 

an assessment of the contribution of the decrease in the 

profit margin to the present slow-down of capital forma- 

tion. It seems, on the whole, that its negative effect on the 

propensity to invest should not be exaggerated, but should 

rather be viewed in conjunction with all other elements 

of the economic situation. Moreover, it should not be 

forgotten that increasing wage-costs have a tendency to 

force employers to improve efficiency and undertake 

labour-saving investment. 


The Financing of Investment 


However, as indicated above, a profit squeeze and a 
slowing down or decline of enterprise saving does have an 
influence on the methods of financing capital formation. 
Throughout western Europe enterprises have been forced 
to resort more and more to borrowing for the finance 
needed for their expansion programmes, and consequently 
the capital markets have assumed an importance in 
regard to the allocation of investment greater than they 
have had for some time. This change has also unfavourable 
aspects, not only because small and middle-size firms do 
not have easy access to the capital market but also 
because borrowing enterprises must have such a capital 
structure that their indebtedness can be increased without 
endangering their financial position. 


There has been no shortage of liquidity in the western 
European economies during the last few years. But while 
over-all liquidity continued to be high in 1962 (though a 
little less than in earlier years) capital markets in a number 
of countries have not been able to satisfy all types of de- 
mand, particularly that for equity capital. The balance-of- 
payments surpluses have mainly increased the liquidity 
of the banking systems, and increased personal savings 
resulting from the wage increases of the last two years 
tend to be held either in sight deposits or in savings 
banks. These tendencies grew stronger in France in 1962, 
where funds repatriated from North Africa were for the 
most part held in sight deposits, and in Italy, where on 
political grounds a certain hesitance to invest in equities 
has been apparent. Moreover, the heavy losses expe- 
rienced on most of the stock markets in May of 1962 
engendered a more cautious attitude among savers. These 
factors all contributed to a limitation of the supply of 
equity capital : on the other hand, demand increased, owing 
both to rising investment — even though at a lower rate — 
and to a slowing down or diminution of enterprise saving. 


In some countries efforts are being made to improve the 
functioning of capital markets. In Italy, for example, a 
number of measures have been taken (see section 6) in an ef- 
fort to shift liquidity from the money to the capital market 
and from government paper to industrial equities; and in 
France a commission, the Commission Lorain, has been set 
up to formulate proposals to stimulate long-term lending 
by the public. Moreover, so as not to add to the strain, 
the two governments themselves stayed out of the capital 
market as much as possible and borrowed on short term. 


The strains on the international payments mechanism, 


_ which had been acute at times in 1960 and 1961, almost 
disappeared in 1962 at least temporarily. Speculative pres- 


sures on the two major reserve currencies — the dollar 
and sterling — caused little embarrassment, in contrast 
with the previous year; and a number of arrangements to 
supplement international liquidity which came into force 
during the year should help to reduce the danger from 
such speculative capital flows in future. 

Confidence in the dollar withstood a further worsening 
of the United States balance of payments on account of 
current transactions, Government transfers and long- 


_term capital flows; and the net outward movement of 


private short-term capital was reduced by about $1 billion 


compared with 1961.53 As can be seen from Table 14, 


the United States again lost gold and foreign exchange 
reserves, a little faster than in 1961, and its short-term 
liabilities rose sharply. 

The reduction in the rate of accumulation of reserves 
by the western European countries as a group, indicated 
by the figures in Table 14, is more apparent than real; 
and if the figures are adjusted to allow for differences in 
transactions with the International Monetary Fund, the 
margin between western Europe’s rates of reserve accumu- 
lation in the two years is slight. Moreover, several of these 
countries made special debt repayments as a deliberate 
contribution to the improvement of the international 
payments equilibrium: France repaid $590 million of 
debts to the United States, Canada and the International 
Bank for Reconstruction and Development; Italy and 
Sweden made advance repayments of $179 million and 
$16 million, respectively, of debt to the United States. 
But in the previous year such special repayments — mainly 
by western Germany — were of similar magnitude. 

Within western Europe, however, the international 
balance improved. The rise of Swiss and Italian gold and 
foreign exchange holdings slowed down, and the reduction 
in those of western Germany continued, despite the 
cessation of the special debt repayments just mentioned, 
whereas the reserve position of the United Kingdom 
improved. This last change, too, is not apparent in the 
figures in Table 14; but the reserve movements excluding 
transactions with the IMF were a rise of $539 million in 
1962 against a fall of $949 million in 1961. This change 
reflected both an improvement in the current balance of 
payments and a favourable change in short-term capital 
flows. The less-developed countries of western Europe 
experienced either an improvement or, at least, no signifi- 
cant deterioration of their positions. A major exception 
to the tendency towards a somewhat better payments 
equilibrium in western Europe in 1962 is, however, 
provided by France. There the rise in reserves continued 
at a very rapid rate and, but for the special debt repay- 
ments mentioned above, would have exceeded the 1961 
increase. 


The data in Table 14 are incomplete, in that they cover 
only the holdings of Treasuries and Central Banks: 


83 See also section 6 (a). 


>. _ 5. INTERNATIONAL PAYMENTS tidings 


TABLE 14 | rot 


Gold and foreign exchange reserves of western Europe 
and the United States hele’ | 


Millions of dollars 


neste Increase in reserves} imports 
County fee 3 — during covered by 
1962 1962 end 1962 

Total western Europe . | 27855 | 2289 784 5 
А И 1055 128 229 8 
Belgium-Luxembourg . 1 622 235 —35 4 
Denmark «he та, 225 —3 —27 1 
Виа. 301 16 —19 3 
(France a. sae eee 3 610 869 671 6 
Western Germany 6447 | —195 —95 6 
Greece? 23". eee fe: 268 27 18 5 
Е ee at 2 310 18 24 4 
ас: uk ER 3 441 339 22 7 
Netherlands ..... 1 743 —27 28 4 
INOIWay <= a te eee 277 —4 —1 2 
Portugalls eo, ee 792 | —103 101 16 
Spain’. падение 248 1 029 279 160 8 
еде. = с ane 753 183 80 3 
Switzerland. о en: 2 872 435 113 11 
Turkey “=a. АДА 234 —15 —3 5 
United Kingdom. . . 2 806 87% —512а 3 
Yugoslavial-. = ee 70° 20 302 1 
United States с 

Reserves ..... 16156 | —741. —907 12 

Liabilities . .... 24 984 |—1143 —2 569 


Sources : IMF, International Financial Statistics; ECE, Statistical Indicators 
of Short Term Economic Changes in ECE Countries; and the Federal Reserve Bulletin. 
Note. — Data relate to gold and foreign exchange holdings of central banks 
and treasuries only. They exclude bilateral claims arising from the liquidation of 
the European Payments Union and net claims on the EPU prior to its liquidation. 


@ Exchange reserves are calculated after drawings from or repayments to the 
International Monetary Fund. The more important of such transactions during 
the period covered were the United Kingdom’s net drawing of $1,036 million in 
1961 and its net repayments of $1,051 million in 1962. Figures for 1961 also 
reflect lending to the United Kingdom through the IMF by other western Euro- 
pean countries, and those for 1962 subsequent repayments. 


5 Situation as of the end of November. 


с Figures in the first line cover United States holdings of gold and convertible 
currencies only, and those in the second line short-term liabilities of United 
States banks to foreigners and international organizations; a minus sign indi- 
cates a rise in liabilities. 


those in the last column of Table 15 are more comprehen- 
sive, in that they include foreign exchange holdings of 
commercial banks, but they cover only six to nine months 
of each year. Both sets of figures, however, confirm the 
impression of a better equilibrium within western Europe 
in 1962 than in 1961 — though with France still in 
growing surplus on “ normal ” transactions. 


Balances of Payments in Individual Western European 
Countries 


The balances of payments of selected western European 
countries in the first nine months of 1961 and the same 
months of 1962 are shown in Table 15. For a few coun- 


tries some data for a longer period of 1962 are available 


and are quoted below. The two most striking features 


of the data in the table are the reduction in the west 


German surplus on account of goods, services and trans- 
fers; and the improvement in the current balance of 


payments of the United Kingdom. 


Between the two full years 1961 and 1962 the west 
German export surplus of goods and services was reduced 
by $924 million. West German export prices appear 


_to have become somewhat less competitive in the last two 


years — а development to which the revaluation of the 


_— Deutschmark in March 1961 made some contribution: 


Percentage change in export prices in US dollars, 
1960 average to November 1962 


Western Germany ..... 5 | France (to 2nd quarter). . —1 
INetherlandstifie 2 в". 4 | Belgium (to August). . . —1 
United Kingdom ..... 3 eile Japan 4). accecy ek Bor —3 
Ainited States <p; Да. 2 | Italy (to October) .... —5 


Sources : IMF, International Financial Statistics. 


Moreover, the general slackening of investment demand 
in Europe has particularly affected west German exports, 
in which investment goods for western European markets 
have a large share. The currency revaluation and rising 
domestic prices have combined to encourage imports, 
and the poor harvest of 1961 led to a steep rise in imports 
of food in 1962.54 Thus imports rose in value by 12 per 
cent from 1961 to 1962 and exports by 5 per cent, against 
increases of 7 per cent and 11 per cent, respectively, in the 
previous year. Other elements in the reduction in the 
surplus on current account were increases of $225 million 
in transfers by foreign workers in western Germany and 
of $75 million in other net transfer payments — mainly 
indemnities.* Much of the increase in tourists’ expendi- 
ture must have gone to certain southern European coun- 
tries — thus contributing to an improvement of their 
weak balances of payments — since the increases in the 
net receipts of Austria, Switzerland and Italy on this 
account from all sources were only $64 million, $28 mil- 
lion and $74 million, respectively. 

Among the other countries with balance-of-payments 
surpluses in recent years, Italy’s surplus on current 
account was smaller than in 1961 ($130 million against 
$362 million) since larger net receipts from services did 
not offset a larger deficit on visible trade. But the major 
change was in the capital account. After many years of a 
net inflow of capital, there was a net outflow of $178 mil- 
lion in 1962, despite a continuing increase in foreign 
investment in Italy. Part of the explanation is an outflow 
of short-term capital (indicated by, inter alia, a large 
increase in the item “ repatriation of Italian bank notes ” 
in the capital account). As a consequence of these 
changes, official gold and foreign exchange reserves rose 
by only $22 million against $339 million in 1961. 

As can be seen from Table 14, France was one of the 
only two western European countries (the other being 


64In the second quarter, 80 per cent of the total increase in 
imports over the value in the same quarter of 1961 was due to 
foodstuffs — an increment of $77 million. 

‘5 Monthly Report of the Deutsche Bundesbank, January 1963, 
pp. 48 et seq. 


Austria) to continue to build up reserves extremely fast, 
despite the special debt repayment of $590 million under- | 
taken in 1962. This increase reflected surpluses both of 
France and of the franc area; and the French balance-of- — 
payments surplus on current and capital account reached 
$1.4 billion against a forecast of $800 million made at the © 
beginning of the year. Two special factors have tended 
to raise the current surplus: first, it is estimated that the 
exploitation of North African oil and natural gas saved 
expenditure of some $300 million in 1961 and more in 
1962; second, the export surpluses of French agriculture 
continue to grow, providing exports of about $800 million 
in 1962 or more than 214 times those of 1958.8 A few 
steps to counter the tendency towards rising surplus were 
taken late in 1961 and in 1962, including increased foreign 
currency allowances for French tourists and improved 
facilities for the purchase of foreign securities by French 
residents. However, these measures seem to have had 
little effect in 1962, and probably no major effect can be 
expected unless other circumstances change. 


Austria’s reserve position was also strengthened still 
further, despite some relaxation of exchange control, 
further import liberalization, and increased tourists’ 
allowances. These measures were intended mainly to 
relieve the pressure on the domestic price level: they had 
little effect on the current balance of payments, and capital 
imports again increased. The resulting $229 million rise 
in reserves has brought them to a level equivalent to eight 
months’ imports — one of the highest ratios in western 
Europe (see Table 14). 


In contrast, Switzerland’s increase in reserves slowed 
down strikingly in 1962. Domestic demand pressures 
raised imports 12 per cent above the 1961 level against a 
9 per cent rise in exports; but net receipts from tourism 
continued to increase slowly and the inflow of capital 
remained large despite deterrent measures (see below). 


Among the countries with relatively weak balances of 
payments, Denmark ran into serious difficulties in 1962. 
Domestic demand pressures raised imports in the first 
nine months 17 per cent above the corresponding 1961 
level, against a 7 per cent rise in exports. But contraction- 
ary measures in the summer were followed by changes in 
trade flows which brought the rise in imports for the full 
year down to 14 per cent (exports rose by 8 per cent). 


Denmark was, however, the only country to experience 
seriously intensified strains on its balance of payments. 
The United Kingdom recorded a surplus of $143 million 
on current account in the first nine months of 1962 against 
a deficit of $179 million in the same months of 1961; and 
the $512 million reduction in reserves over the year as a 
whole, shown in Table 14, was more than offset by 
repayments of $1,051 million to the International Mone- 
tary Fund. Exports rose 3 per cent above the 1961 level and 
imports by 2 рег cent;®’ but the import bill was held down 
by the virtual stagnation of economic activity and the 
growth of exports in these conditions was disappointing. 


66 A further increase may be expected in 1963 as the 1962 wheat 
harvest of 14 million tons was exceptionally large and is expected to 
provide an exportable surplus of about 3 million tons or three 
times that available from the 1961 harvest. 


в7 The increases in volume were 2 and 3 per cent, respectively. 
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effect is likely to be а rise in wage-costs, reflecting lower 


п а country’s competitive position unless it brings 
a permanent slowing-down in the rate of increase 
ses and thus of wage-costs (and that the immediate 


_ output per worker) although there may be some benefit to 


exports from a greater incentive to seek overseas markets. 
_ It has recently been suggested, however, that even some 
_ part of the rise in British exports which has accompanied 
_ Фе current phase of deflation may be only temporary. 


It is argued that, when demand is insufficient to maintain 
full-capacity levels of output, industrialists may seek to 
sell more abroad at less than satisfactory rates of profit 
simply in order to use capacity more fully; but such 
supplementary exports will be eliminated as home demand 

‘rises again or, if home demand is not permitted to rise, 
once excess capacity disappears as a result of low invest- 
ment.® A careful estimate by the National Institute of 
Economic and Social Research suggests, however, that 
(while the long-term problem remains) a rise in gross 
national product in 1963 to some 3 per cent above the 
1962 level might be achieved with no significant worsening 
of the current balance of payments, given the probability 
of a continuing improvement in the United Kingdom’s 
terms of trade. 


International Liquidity and Short-term Capital Movements 


In contrast with developments in 1960 and 1961, specu- 
lative short-term capital movements were of minor 
dimensions and caused little embarrassment in 1962. 
This was partly a reflection of the better basic balance of 
international payments within western Europe described 
above; and perhaps of a recognition of the irrationality 
of the 1961 run on the dollar, given the strength of the 
United States’ position as measured by the relationship 
of reserves to “ normal ” current and capital transactions. 
But improved arrangements for active international 
co-operation to discourage or offset the effects of short- 
term capital flows and to protect the positions of the 
world’s reserve currencies were also important. 


The major improvement in the international monetary 
mechanism during the year was the agreement of January 


88 Бее В. С. Tress & J. М. Fleming, “ Waiting for Exports ”, 
London and Cambridge Economic Service Bulletin, June 1962. The 
failure of the stabilization of domestic demand to produce any acce- 
leration of export growth in the United Kingdom has led to a lively 
discussion among British economists of the measures which might 
appropriately be used to protect the balance of payments in the 
early phases of а: new expansion, as well as of longer-run remedies. 
Sir Roy Harrod has advocated temporary restriction of imports 
to offset the impact of restocking as domestic recovery gets under 
way, in order to give time for export growth to catch up (see The 
Statist, 8 December 1961). The pros and cons of exchange rate 
changes (and their practicability) are again under discussion (see, 
for example, P. Bareau, “ Expansion versus Sterling ”, The Statist, 
22 February 1963, and The Economist, 2 March 1963, pp. 773-775). 


8 National Institute of Economic and Social Research, Economic 
Review, February 1963. 


visional agreement has also been r 

this IMF “ Club of Тез”. 
Swiss contribution represents the equivalent of $ 
million and could be drawn upon through bilat 
arrangements with any club member or members wh 


currency came under pressure. As was noted in the last — 


Survey, the real value of this whole arrangement will © 
depend heavily on agreement among the governments — 


concerned on the desirable lines of policy in any emer- 


gency.7”° 


According to unofficial reports, international liquidity 
has been further strengthened by the setting up of а. 
“gold pool” by a group of central banks in December | 
1961 — an arrangement under which each participating 
country accepts an obligation to provide gold against 
US dollars up to a specified amount.”! The pool, which is 
managed by the Bank of England, was completed in the 
spring of 1962 by complementary arrangements for 
purchases of gold in the market. It intervened successfully 
to counteract speculation against the dollar in July and 
October 1962. In order to deter speculation in the gold 
market, a group of central banks agreed not to purchase 
gold on the market when it was under pressure, and the 
United States made it illegal for its citizens to buy or hold 
gold abroad. 


A new strengthening of international liquidity arrange- 
ments could follow from a recommendation of the Com- 
mission of the European Economic Community in 1962 to 
earmark part of the six countries’ monetary reserves for 
purposes of mutual assistance. This fund would support 
the fixed exchange rates of member countries and thus 
represent, it seems, a semi-automatic system of mutual 
assistance. The significance of the creation of such a 
mutual reserve fund could be considerable, since the six 
countries held at the end of 1962 gold and foreign 
exchange reserves amounting to $16.8 billion — or more 
than the value of the United States’ gold reserves. 


In 1961 and early 1962, for the first time in nearly 
30 years, the United States in co-operation with a number 
of central banks and the Bank for International Settle- 
ments entered into foreign exchange transactions for pur- 
poses of international monetary stabilization. The ‘first 
of these arrangements was with the west German autho- 
rities; and on 18 January 1963, the New York Federal 
Reserve Bank, which carries out these transactions on 
behalf of the United States Treasury, announced that it 
had completed the eleventh in the series of these swap 
agreements with foreign monetary authorities. As a result, 
reciprocal currency agreements now cover $1,050 million. 


7 See the Survey for 1961, Part 1, Chapter I, pa22: 


1 The total commitment is reported to be $270 million, with 
quotas for individual countries as follows: the United States, 
$135 million; western Germany, $30 million; the United Kingdom, 
France and Italy, $25 million each; and Switzerland, Belgium and 
the Netherlands, $10 million each (see The Economist, 17 and 
24 November 1962, and IMF, International Financial News Survey, 
30 November 1962). 
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The more or less successful struggle against speculative 
short-term capital movements also reflects more con- 
sistent policies in the major financial'centres, and the 
gradual adaptation of interest-rate policy to external 
rather than to internal conditions. Thus the United States 


authorities, while following for domestic reasons a policy 


of high bank liquidity, avoided any decrease of short-term 
interest rates in order to limit short-term capital out- 
flows.72 Western Germany and Switzerland, the two 
countries most affected in 1960 and 1961 by inflows of 
hot money, worked out a variety of deterrents to short- 
term capital. Both countries kept short-term interest rates 
low and the west German Government prohibited the 
payment of interest on foreign deposits as well as the 
purchase of west German money market paper by 
foreigners; the Swiss National Bank has continued for 
the second consecutive year the “ gentlemen’s agreement ” 
concluded with the Swiss commercial banks on a variety 
of measures to deter the inflow of foreign short-term 
capital. 


72 The United States Government also raised, as from 1 January 
1962, the maximum rates which can be paid by United States banks 
on deposits, by 0.5 per cent to 3.5 per cent for deposits exceeding 
six months and by 1 per cent to 4 per cent for deposits exceeding 
12 months; and banks may pay higher interest rates on deposits by 
foreign governments than they pay on deposits by their own citizens. 
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The Prospects for 1963 


Looking into 1963, it may be said that the starting point 
— so far as international balances of payment and inter- 
national liquidity arrangements are concerned — is rather 
more favourable than was that of 1962. The United States 
still has ample resources to cushion any increase in its _ 
basic balance-of-payments deficit which might follow 
accelerated expansion, and the defences against specu- 
lative capital movements have been improved; within 
western Europe, the Italian and west German surpluses 
have been reduced and, at least in the latter country, it 
seems likely that this tendency will continue. However, 
France remains in heavy surplus, and a solution for the 
United Kingdom’s balance-of-payments problem remains 
to be found. In the short run, a moderate domestic 
expansion would probably not produce any deterioration 
of the balance of payments that could not easily be 
faced; but the problem of accelerating the long-run 
growth of exports remains intractable. Deflation of 
domestic demand seems to have had little effect; and it 
may be doubted whether the efforts now being made to 
devise an incomes policy which will hold down wage- 
costs can quickly bring about such an improvement in 
the relative prices of British exports as to stimulate a 
rapid expansion. 


6. POLICIES AND PROSPECTS 


(a) The United States economy 


After a swift recovery in 1961 from the trough reached 
in the first quarter of that year, the United States economy 
showed only a very moderate expansion in 1962. Between 
the first and fourth quarters of 1961 gross national product 
increased (in real terms, seasonally adjusted) by almost 
7 per cent; but between the fourth quarter of 1961 and 
the fourth quarter of 1962 it rose by less than 3 per cent. 
It can be seen from the figures below that both personal 
consumption expenditures and government purchases of 
goods and services played fairly passive roles in determin- 
ing the path of the trade cycle in these two years (as 
exports did also). 


Percentage changes in the volume of gross national product 
and selected sectors of demand 1961 to 1962 


(Based on seasonally adjusted data) 


Gross 
Gross 


aS, Personal Government private 
и consumption purchases domestic 
investment 
First quarter 1961 to 
fourth quarter 1961 . 6.8 4.0 6.0 27.0 
Fourth quarter 1961 to 
fourth quarter 1962 . 2.8 3.8 6.0 —3.5 


Sources : Data presented in the Annual Report of the Council of Economic 
Advisers, January 1963. 


Both these sectors of demand, while supporting the 
initial recovery, lagged behind it, and but for their sta- 
bility during 1962 the rise in gross national product would 
have been smaller than it was. Clearly, private domestic 
investment was the source both of the initial upsurge and 


of the slackening of growth in 1962. Closer inspection of 
the trend of investment reveals that whereas investment 
in new construction and producers’ durable equipment 
played a significant role both in generating and in shaping 
the recovery (the volume of such expenditure rose by 
about 10 per cent in the former of the above periods and 
by about 4 per cent in the latter) the most important con- 
tribution is to be found in changes in inventories: 


Changes in the volume of gross national product 
and gross private domestic investment 


Billion dollars at 1962 prices; derived from annual rates, 
seasonally adjusted 


Residen- Pro- 

Gross sf abe “Nak Other ducers’ Invest- 
national ve HEE non-farm eit durable ment in 
product HES es const rion pis equip- stocks 

tion ment 
First quarter 1961 
to fourth quarter 
не eee 34.7 16.5 3.8 —0.1 3:2. 9.6 
Fourth quarter 1961 
to feurth quarter 
W962 tar ered ee 15.4 20:3 0.4 2.1 —5.5 


Source : Ibid. 


Although gross private domestic investment constitutes 
only about 14 per cent of gross national product, it was 
directly 73 responsible for as much as 47 per cent of the 
rise in gross national product in the first period and, even 
more significant, inventory accumulation was directly 
responsible for 28 per cent of the rise. Moreover, if 


78 That is, ignoring any “ multiplier ” effect. 
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Millions of US dollars 
Change 
abt is Total Err а 2. ay 
fe ors and and foreign 
Country and period of which : к ce aca Capital omissions, s-eschance 


TABLE 15 


Travel 


Balances of payments of certain western European countries and the United States in the first nine months of 1961 and 1962 


reserves @ 


i 190 30 —21 36 32 (Е 
За 5 ecm т 6 Е. be 55 214 
i —4> —120 16 —108 
Belgium: =... ов Е ne 5 6 
с —71 1 17 30 —23 
р < ов ыы at 65 т ЕЕ 
с > —107 1 88 —2 —20 
аа <: же : о - at 
a = 641 77 —144 113 reel, 
ее 557 104 — —390 128 507 ® 
Western German 1552 —826 ——1603 208 —669 
=. . 710 —919 —199 269 —139 
а a —43 327 168 — 4549 
Е —99 411 —151 — 2169 
Netherlands 135 —8 —324 55 —142 
nt 30 —11 —49 —16 —46 
Norway). ..... —185 11 186 24 36 
—160 8 44 53 —55 
ОЕ a —3 10 102 109 
24 —11 61 74 
Switzerland®. . . . —212 —81 719 Е 426 
—301 497 313: 
United Kingdom . . —179™ —98 257 —20 
143 т —263 618 498 
United States... . 3479" —1533 —1695 —37 214 
3240 ® —2'0939 9 — 1323 357) —533 


Sources: International Monetary Fund, International Financial Statistics; 
and national statistics. 


Note. — For the following countries imports are measured Clef and the 
corresponding expenditure on freight and insurance, etc., is not included in the 
service account: Austria, western Germany, Italy, Norway, Sweden and Switzerland. 


@ Data relate to gold and foreign exchange holdings of central banks, treasuries 
and commercial banks. 


Ь Including private transfer payments. 
¢ First half of the year. 
@ For France, the franc area. 


€ Including $50 million in 1961 and $108 million in 1962 balance of franc countries 
and current operations. 


inventory accumulation had risen by the same amount — 
$9.6 billion — ш the second of these periods as in the 
first, gross national product would have risen by $30.5 
billion, giving a 5.6 per cent increase instead of the 2.8 per 
cent actually achieved. 

As in previous cycles, the rate of recovery of industrial 
production in the initial upswing was even more marked 
than that of national product. Between the first and final 
quarters of 1961, while gross national product rose by 
about 7 per cent, industrial production rose by as much 
as 11 per cent; but between the final quarters of 1961 and 
1962 both have returned only very moderate increases — 
of the order of 4 per cent. The volume of United States 


f On a cash basis. 

Я Including $2 million in 1961 and $55 million in 1962 not specified. 
h Full year. 

$ Official estimates. 

J Including electricity. 


® Private capital movements and changes in commercial bank assets and liabilities 
are included in net errors and omissions. 


7 Data relate to gold and foreign exchange holdings of central banks and treasuries 
only. 


т Including transfer payments. 
п Excluding transfers under military aid. 


imports, in turn, at first rose faster than industrial pro- 
duction — in the final quarter of 1961 being as much as 
16 per cent above the level reached in the first quarter 
of that year. However, in 1962 the rate of increase of 
imports fell, though not quite as fast as industrial pro- 
duction, to about 4 per cent between the final quarter 
of 1961 and the third quarter of 1962. Owing to a gradual 
decline in import prices, this rise in the volume of imports 
has been reflected in a rather smaller increase in value 
terms. In the third quarter of 1962 the value of imports 
was about 1914 per cent above the level reached in the 
first quarter of 1961, as opposed to a volume increase 
over the same period of about 21 per cent. 


_ Western Europe’s share in the United States market 
for imports at first increased, but by the third quarter of 
_ 1962 imports from western Europe were only 17 per cent 
a greater than in the first quarter of 1961 — a rather smaller 

rise than in imports from all sources. Western Europe’s 
direct dependence on the United States market has been 
declining; for 1959, 1960, and 1961 the shares of western 
European exports absorbed by the United States were 
9.7 per cent, 8.0 per cent, 7.2 per cent — though the share 
rose somewhat in the first nine months of 1962. How- 
ever, these figures mask an increasing reliance of some of 
the less-developed western European countries on the 
United States market: for Portugal, Greece and Turkey, 
the proportion of exports going to the United States 
increased between 1959 and 1961. 

Although the value of merchandise exports from the 
United States in 1962 was only 5 per cent above the 1961 


__ level, while imports were 11 per cent higher, the $1.9 billion 


deficit on the United States balance of payments was 
below the deficit recorded for 1961 ($2.5 billion). To 
some extent, the reduction in the visible trade surplus 
was cushioned by an improvement on “ invisible ” 
account, but the surplus on the “ goods and services ” 
account as a whole nevertheless fell by about $250 million. 
Moreover, the deficit on account of government transfers 
and long-term capital flows rose by roughly $200 million. 
Still, the over-all balance improved by $550 million, 

` thanks to a very large fall — of the order of $1 billion — 
in the net outflow of private short-term capital. 


Total private direct and portfolio investment abroad 
declined slightly in 1962. The net influx of private United 
States capital into western Europe was somewhat higher 
in the first part of 1962 than it had been a year earlier; 
but towards the end of the year it was running at a rate 
below that of the corresponding months of 1961,74 and 
it may be asked whether or not this signals a long-term 
reduction in the flow of American capital to western 
Europe. Some decline in the flow might perhaps be 
expected to follow the lower western European growth 
rates now being recorded, which make investment in the 
area appear potentially less profitable in relation to 
domestic American investment opportunities than it was 
some time ago. A more temporary factor could be the 
long period of uncertainty about the United Kingdom’s 
possible accession to the Common Market, since there 
are indications that some United States firms delayed 
their investment plans until they could make a final 
decision whether to locate their European factory in the 
United Kingdom or elsewhere within the EEC area. 
Although the end of this uncertainty may in the short run 
release some of this investment, the fact that the United 
Kingdom will not now enter the Common Market in 
the near future may lead to reconsideration of some 
investment plans which were based on the expectation of 
a widening of the EEC preference area. 

Although the “ Kennedy Round ” of tariff reductions 
is due to be negotiated through the medium of GATT 
this year, it is not likely to be effective until 1964, so that 
the prospects for western European exports to the United 


= United States Department of Commerce, Survey of Current 
Business, December 1962. 


States in the next twelve months hinge mainly on the 
future course of the United States business cycle. The 
manner in which the 1961 upsurge gave way in 1962 to 
only a very moderate growth suggests that the original 
impetus of the present upswing has been lost and that 
without any new stimulus only rather slow growth in 
1963 may be expected. : 

The somewhat better balance of international payments, 
the virtual absence of speculative pressure against the 
dollar in the last year, and the steps taken to strengthen 
the international monetary system have reduced the risk, 
that expansionary policies in the United States might be 
inhibited by fear of balance-of-payments strains; and the 
Administration has in fact set as an objective for 1963 
the achievement of a 414 per cent rise of gross national 
product, recognizing that this will require governmental 
stimulating action. Some encouragement to private invest- 
ment, in the form of more liberal depreciation allowances, 
was given in 1962; but this alone is unlikely to lead to any 
significant increase in outlays in the face of the con- 
siderable spare capacity now existing. The Administration 
has therefore put forward a programme of tax reductions 
intended to stimulate consumers’ demand and increase 
the potential profitability of new investment. It is hoped 
thus to stimulate an additional $3 billion of consumers’ 
expenditure in the second half of 1963 — an increase of 
nearly 2 per cent on the average rate in 1962. 


While such measures can clearly provide a short-run 
stimulus to the expansion of output, it may be questioned 
whether this approach can in itself provide a sufficiently 
powerful mainspring for a sustained higher economic 
growth. A fairly high proportion of any addition to 
aggregate consumers’ disposable income made by means 
of tax reductions tends to supplement the incomes of 
consumers whose marginal propensity to save is relatively 
high. Secondly, at the high average standard of living 
now reached in the United States there is a tendency 
for consumers’ demand for some durable goods to 
approach temporary “ saturation ” from time to time, so 
that a rise in disposable income is not always readily 
translated into higher consumer demand. Finally, it may 
be assumed that the desiderata of “ balanced growth ” in 
a society as affluent as that of the United States would 
include ensuring that improvements in education and 
health services, elimination of sub-standard housing, 
improvements in roads and urban amenities, etc., and a 
relative improvement of the lowest living standards, kept 
pace with the general rise of consumption. Such develop- 
ment is bound to involve a rise in public expenditures, 
and it would seem desirable to take advantage of periods 
of slack in the economy to bring about the gradual shift 
in the pattern of national expenditure that is likely to be 
required in the long run. 


(b) Policies and prospects in industrial western Europe 


It may be concluded, in the light of the preceding sub- 
section, that no early or large stimulus to western 
European production is likely to be provided by acceler- 
ating United States demand for imports in 1963; and 
such indications as exist of the development of the trade 
of primary producing countries overseas in 1962 do not 
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France, the deceleration varied in importance — 
‘ranging from only a slight decline in Belgium and Den- 
to an abrupt slow-down in Austria and Sweden 
_ ара to virtual stagnation in the United Kingdom. Eco- 
nomic policies in 1962 varied between mildly reflationary 


measures (Belgium and the Netherlands), relaxation of 


previous restraints (Austria), virtually neutral policy 
(western Germany, Norway), some attempts to moderate 
price rises towards the end of 1962 (Italy, France) and 
slightly restraining or pronounced deflationary measures 
(Switzerland, Finland and Denmark). The need for 
somewhat stronger expansionary measures was felt during 
most of 1962 only in the United Kingdom and Sweden. 


The United Kingdom 


The disinflationary measures introduced in 1961 in the 
United Kingdom were gradually relaxed during most of 
1962 — though after a mildly restrictive budget.”> Credit 
conditions were eased by two reductions in Bank rate 
(the second actually in January 1963) and by progressive 
relaxation of other restraints on bank lending; and, late 
in the year, depreciation and investment allowances were 
raised and public investment plans were increased. 
Reductions in indirect taxes on consumers’ durables and 
some other goods were made in several stages, and 
consumer-credit conditions were relaxed both by changes 
in hire-purchase regulations and by withdrawal of 
restraints on bank advances. In the spring of 1963 
sickness, old-age and unemployment insurance benefits 
are to be raised by about 17 per cent. 


The authorities were extremely cautious in applying 
these step-by-step stimuli, partly as a result of apprehen- 
sions about the balance of payments and about con- 
tinuing upward pressures on wages and prices,’® partly 
— И seems — as a result of an overestimation of the 
spontaneous increases to be expected in consumers’ 
demand and in exports. It is doubtful whether the 
measures so far taken can bring about more than a 
moderate recovery in 1963. The developments reviewed 
in section 1, and recent inquiries about investment 
intentions, indicate that investment in manufacturing 
industry will fall further and, after allowing for a sub- 
stantial rise in public investment and dwellings construc- 
tion, total gross fixed investment can be expected to be 
little above the 1962 level. The Government’s measures 
to encourage private consumption, and the continuing 
rise in wages, have been counteracted to some extent by 
higher unemployment, and by uncertainty about future 


15 See the Bulletin, Vol. 14, No. 2, рр. 49-50. 


7° A National Incomes Commission was set up in November 
(Cmnd. 1844) with power to investigate both wage claims and undue 
growth of profits. But it has been given no power directly to in- 
fluence the cases it reviews. One wage agreement has been referred 
to the Commission for examination; but revision of the agreement 
reached by the parties in this case appears to be unlikely, whatever 
the NIC’s findings may be. 


on ‹ | and supply conditions within the region. = 
It has been shown above that, although the rate of 
_ economic expansion in 1962 quickened in no country 
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British export prices rise significantly. The Nat 


public consumption sh 
rise in the volume of exp та ‚19 
slightly exceeded in 1963, provided that 
expansion elsewhere does not appreciably s 


from 1961 to | 


Institute of Economic and Social Research — arg 
in some detail, more or less on these lines — has recently — 
estimated that a rise of some 3 per cent in gross national — 
product in 1963 may be expected if there is no further — 
change in government policies.”* It seems rather likely 
that the Government will, in fact, take some further 
action to check the threatened further rise of unemploy- - 
ment and, if so, a resumed expansion at about this rate 
would seem reasonably sure of achievement.”® 


The EEC Countries 


It seems that inflationary pressures in western Germany 
have abated recently; the rate of increase in wages which 
at one time threatened to weaken further the competit- 
iveness of west German industry slowed down towards 
the end of 1962, and prices were fairly stable in the latter 
part of the year, except in the building sector. An indirect 
approach to the problem of price stability — and one 
which, in the long run, at least, can only have a small 
impact — is implicit in the governmental assistance given 
to consumers’ organizations concerned with publicizing 
the results of testing of competitive products and com- 
parisons of value for money, and in steps taken to curtail 
restrictive practices. Moreover, the Government is in 
future to present each year a forecast of the development 
of national income and expenditure, intended to show 
how far pending claims on the national product can be 
met by increases in real income. Such demonstrations 
that an increase of wage-rates by 8 per cent (as in 1962) 
can be conceded only exceptionally, if the stability of an 
economy in which output is only rising half as fast is not 
to be endangered, may — it is hoped — help to restrain 
upward pressures on wage-costs. 


The “ stabilization programme ” will lead to a rise in 
Federal Government expenditure in 1963 only half as 
great as from 1961 to 1962; and restrictions on building 
activity were also reinforced — by abolishing the special 
tax facilities formerly available for builders of dwellings 
for rent, by cutting federal building appropriations and by 
forbidding certain types of construction.£° The Federal 
Government still believes that restraint is required in 


as Although unemployment rose fast during 1962, total employ- 
ment did not fall and even showed a very small increase. 


7з Economic Review, February 1963, Chapter I. 


The National Institute of Economic and Social Research has 
estimated the “ reserve of labour ” for 1963 at over 400,000, including 
a 200,000 addition to the labour force during the year. It has 
recently suggested that the economy needs a further £400 million 
purchasing power, which might be provided by (1) consolidating 
all purchase tax rates at 10 per cent (by lowering prices this would 
also help to minimize wage increases); (2) reducing the standard 
rate of income-tax by 6d. and the reduced rates by 3d.; and (3) 
ео the schedule A tax. (For further details, see ibid., 
рр. 45-46. 


80 See also the Bulletin, Vol. 14, No. 2, р. 47. 
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ts a rise of about 3% per cent in gross national 
Е pie uct in 1963 —a slight slackening of the 1962 rate of 
_ growth, attributable mainly to more slowly rising invest- 
_ ment and public expenditure.®? 


Economic conditions in France during 1962 were not 
such as to require any important revision of economic 
policy, but unremitting pressure on costs and prices 
became a source of concern during the second half of the 
year. The budget for 1963 aims at avoiding any net addi- 
_ tion to demand pressures by the public sector, and it is 
_ hoped that increased expenditure will be balanced by an 
_ automatic rise in tax гесе!р{5.83 No major governmental 
__ action directly to arrest or restrain the rise in prices and 
wages was taken until very recently. Apart from a decision 
not to increase in the near future the tariffs charged by 
public enterprises а matter which will have to be 
reviewed in 1963, since no increase in subsidies to these 
enterprises is foreseen in the budget — it was only at the 
end of February 1963, after a hard winter, that the 
Government announced a number of anti-inflationary 
measures. Among these were an increase of import 
quotas for some foodstuffs, and a provisional suspension 
^ — or important reduction — of customs duties on others. 
Further measures, including cuts in duties on food imports, 
are in prospect. By these means the Government hopes 
both to hold price increases for foodstuffs to a minimum 
until better weather conditions bring an improvement in 
supplies and at the same time to relieve tension on the 
labour market, where recent wage claims far in excess of 
the “ normal” annual increase threaten to speed up the 
rise of prices and wages. 

The foregoing measures are considered as of essentially 
short-term importance, but others introduced at the same 
time have longer-term aims. The limitations on self- 
financing caused by decreasing profit margins (see sec- 
tion 4) have prompted the Government to seek new ways 
of increasing the resources of the capital market, to which 
French industry — which normally meets two-thirds of 
its gross capital requirements from its own means — is 
now bound to have more frequent recourse than earlier. 
The steps taken in February were intended both to 
neutralize some of the effects on internal liquidity of the 
balance-of-payments surplus and, at the same time, to 
secure a sufficiency of medium-term credit for investment 
purposes: the total permissible expansion of bank credits 
during the next twelve months is limited to 12 per cent 
— compared with the annual increase of 18-19 per cent 
which has occurred during the last few years (but export 
credits and medium-term credits are unaffected); the 


81 See, for example, the speech by the President of the Feder- 
ation of German Industry before the Sudwestfalischer Industrie- und 
Handelskammer, 11 December 1962 (Deutsche Bundesbank, Aus- 
ziige aus Presseartikeln, 19 December 1962). 

82 The major economic research institutes have made a similar 
forecast (IFO — Institut fiir Wirtschaftsforschung, Die Lage der 
Weltwirtschaft und der westdeutschen Wirtschaft um die Jahreswende 
1962/1963). 
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‘medium-term lending. 


bills subscribed by the ра was lowered > 
so that the latter were given a double incentive t 


The Government has also announced the preation of. toes 

“national employment fund” which should not only 
provide direct relief to the unemployed but also help — 
them to find work by financing re-training. This could = 
help somewhat to incorporate into the gainfully employed 
the repatriates from Algeria who often do not possess the 
skills required by the sectors where unfilled vacancies exist. 
Repatriates may also receive financial help to establish 
themselves in other ways. 


Official forecasts for 1963 show a 6 per cent rise of gross 
national product in France, with investment, private 
consumption and public и all ны. at 
very similar rates. 


During 1962 Italy enjoyed a fairly rapid expansion of 
national product, though substantially slower than in 1961, 
but experienced a more than “normal” rise in prices — 
and wages. Indeed since 1961 — and contrary to experi- 
ence in the fifties —wage increases have tended to 
outstrip rises in productivity, a tendency which became 
much more pronounced in 1962 with the tightening of the 
labour market. Profit margins have narrowed in con- 
sequence, and the reduction in the size of funds available 
for self-financing has led to measures to improve the 
functioning of the capital market and especially to divert 
funds away from governmental papers towards the 
financing of productive schemes. A start was made at the 
beginning of 1962 by lowering the compulsory reserves 
(defined as cash and Treasury bills) held by commercial 
banks. In November, it was decided that a minimum of 
some 40 per cent of such reserves must be held in cash. 
In October a more important change was made, when 
the practice of issuing Treasury bills “on tap” at fixed 
interest rates was replaced by “ tender issues ” at varying 
interest rates. The significance of this change is that, under 
the old system, it was very difficult to lower interest rates 
on industrial securities since when yields fell to a certain 
point investors simply switched to Treasury bills —a 
possibility that will in future be limited. 


As in France, price increases began to worry the 
Italian authorities in the course of the year; and several 
measures to counteract this tendency have been taken. 
As already mentioned, import duties were lowered in 
September by some 10 per cent and further measures 
have been introduced in 1963. These include enlargement 
of import quotas (mainly for food); cuts in taxes on 
foodstuffs; 8° improvements in distribution (by encour- 
aging the establishment of supermarkets); increased dwell- 
ings construction, and limitations on speculation in 


84 The ratio between commercial banks’ holdings of Treasury 
bills and medium-term bills, and their total deposits. 


85 From 18 February the turnover tax (2.3 per cent) on fruit, 
vegetables, fish, poultry, game and eggs, which is normally paid 
every time the goods change hands, will now be paid only once; 
customs duties have been suspended on fresh fruit, vegetables and 
olive oil; imports of lard were liberalized and additional quotas 
established for beef, veal, pork and butter. 
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building land. Moreover, the Government has undertaken 
not to raise public service charges for some time, and to 
lower taxes on the more important consumers’ goods. 

Although there are some signs of unease among entre- 
preneurs (on account of the new 15 per cent tax on 
dividends and the nationalization of electricity produc- 
tion), an inquiry carried out at the end of 1962 revealed 
that business circles were then rather more optimistic 
than a few months earlier.®* The estimates of the rise in 
Italian output and expenditure in 1963 shown in Table 1 
foresee no slackening of the 1962 rate of expansion of 
gross national product (514-6 per cent); and this is one 
of the few countries where investment is still expected to 
lead consumption. 

Tax reductions granted in the Netherlands in 1962 (as a 
redress of the rate structure) and a relaxation of credit 
restrictions and of restraints on building activity seem to 
have carried the country unscathed through a year when 
most other countries experienced diminishing rates of 
growth; and estimates for 1963 indicate an acceleration of 
the expansion — but with private consumption taking 
over the lead from investment. The labour market is, 
however, still under pressure and there is reason to believe 
that the Government’s policy of keeping wage increases 
within a limit which is consistent with objectives for 
general economic policy will encounter greater difficulties 
than hitherto. With the new system of wage-fixation 
recently introduced, more power has been conferred on 
employers and unions than under the old system; thus 
the Government’s influence on the wage-level has declined 
and, in consequence, it will need to place more reliance 
on monetary and budgetary policy. 

In Belgium interest rates were reduced and credit 
restraint relaxed during 1962; and there seems to be no 
likelihood of any significant change in rates of expansion 
in 1963 — perhaps a slight slackening will take place. 
However, the Belgian economy, like that of the Nether- 
lands, is so heavily dependent on exports that a significant 
change in economic trends in its main markets could 
easily alter its prospects. 


Other Industrial Countries 


With the successful dampening of upward tendencies 
in wages and prices, the stabilization policy initiated by 
the Government in Austria, in collaboration with manage- 
ment and labour, has achieved its immediate objective 
and is now giving way to a cautious expansionary policy. 
A record balance-of-payments surplus in 1962 has led 
to further liberalization of imports and a 10 per cent 
increase in global import quotas; and the further reduc- 
tion of tariffs on imports from EFTA countries (to the 
50 per cent mark), originally to come into effect at the 
end of April, was advanced to 1 January 1963. These 
measures should help further to reduce pressure on the 
domestic price level. In view of the high level of employ- 
ment no strong measures to stimulate output have yet been 
taken. However, the desirability of increasing the inter- 
branch mobility of labour is being studied; and proposals 
are under discussion, intended more to lessen distortions 


*¢ See Istituto Nazionale per lo Studio della Congiuntura, Con- 
giuntura Italiana, 1962, No. 12. 
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of the investment pattern — by increasing the supply of — 
funds to the capital market — than to raise the total. 
These proposals include reductions in profits tax, elimina- 

tion of the tax on share issues, limitation of the fiscal 

privileges enjoyed by companies investing in public 

bonds,®’ and revision of depreciation allowances. 

In Switzerland the tensions generated by the boom have 
been the object of mild restraining measures for longer = 
periods than in Italy or France. With a total trade — 
deficit more than double that of 1960, the Swiss economy 
is still showing symptoms of overheating, despite the 
two “ gentlemen’s agreements ” (which have both been 
extended recently), one to neutralize the effect on domestic 
liquidity of imports of foreign capital, and the other setting 
a ceiling to credit expansion by the commercial banks. 
In the prolongation for 1963 of the second agreement, 
the absolute limit on credits in 1963 is 5 per cent lower 
than that authorized for 1962. The consultations which 
the Federal authorities initiated with the workers’ and 
employers’ associations and with the farmers have 
recently led to some tightening of controls on the immigra- 
tion of foreign labour (see section 3). This action has been 
motivated solely by uneasiness at the growing dependence 
of the Swiss economy on such labour — certainly not by 
any symptoms of slackening activity, of which there are 
virtually none. 


In Sweden the slackening of investment which, in the 
spring of 1962, induced the Government to apply some 
stimulatory measures was only slowly reversed. Following 
the release of investment funds for industrial building 
projects in May, the partial recovery of building activity 
helpedto maintain a high level of employment during the 
latter half of the year. More funds for the purchase of 
machinery and equipment were released in December, 
when the outlook for the metal-using sector appeared 
gloomy. The Government’s preference for selective 
measures is also reflected in the instructions given to 
central and local authorities to bring forward orders for 
the engineering industry 88 and by the fact that it recently 
stepped in to secure the existence of one of Sweden’s big- 
gest shipyards and to make available at the same time a 
credit guarantee for the whole shipbuilding industry 89 
(which is now beset by the difficulties already experienced 
in other countries). The Labour Market Board has recently 
asked for extra funds to counteract higher seasonal unem- 
ployment, but expectations for 1963 are on the whole 
rather optimistic and the investment funds released at the 
end of 1962 may not be used to start projects after April 
1963. The estimates in Table 1 show no change in the rate 
of over-all expansion, with private consumption rising 
faster than investment (a reversallof the 1962 relationship). 


The pressure for wage increases is still very strong in 
Sweden, and the new budget states explicitly that wage 
increases must be more moderate if full employment with 
price stability is to be achieved. Farmers are already 
pressing for a further upward adjustment of agricultural 


87 10 per cent of profits are free of tax if they are so invested. 

88 The Labour Market Board can subsidize local authorities to 
the extent of 20 per cent of the value of these orders, provided that 
they supplement purchases which would normally be made in 1963. 


8° A*similar measure was taken recently i 
: We у ш western Germany to 
help finance the shipbuilding industry’s exports. i 


producer prices and at the end of January 1963 these were 


raised by 3.5 per cent according to the “income rule ”, 


which adjusts farmers’ incomes to those of industrial 


workers. On the other hand, the “ three-per-cent rule ” 


which modifies agricultural prices according to the differ- 


_ence between domestic costs and world agricultural prices 


_may later exert a downward pressure on farm prices, 


unless the Government decides to close part of the gap 
which farmers claim has developed between agricultural 
and industrial incomes since 1959. 


In Norway, too, pressure on prices and wages continues. 


_ Investment demand has eased, but the rate of credit 


expansion is to be restricted in 1963 as in the previous 


year, and it is officially expected that the rise of over-all 


output will be no slower than in 1962 (see Table 1). 


Finland and Denmark both struggled during 1962 with 
inflationary pressures and the threat of balance-of- 


- payments crises. Pursuing a policy of credit restraint 


during most of 1962, the Bank of Finland — aided by 
considerable governmental borrowing from the market — 
tightened credit to such an extent that by November the 
special deposits placed with the Bank in accordance with 
the cash-reserve agreement of 1961 were returned to the 
commercial banks. To limit pressures on the balance of 
payments directly, importers of certain consumers’ durable 
goods (motor-cars, domestic appliances, radios and 


television sets) are now required to make advance deposits 


of the equivalent value with an-authorized bank or with 
the Bank of Finland. Direct influence to hold down 
domestic prices was also exerted during 1962.° Un- 
employment is increasing, together with pressure on 
incomes, reflecting both claims from groups which 
benefited relatively little from the increases of the last 
few years and the strong bargaining position of wage- 
earners in sectors where labour is still scarce. The out- 
come of the wage negotiations at present taking place is 
thus of great importance.* 

In Denmark, where strong inflationary tendencies in 
wages and prices were evident during 1962, accompanied 
by a steady deterioration of the balance of payments, a 
major political preoccupation has been the attempt to 
arrive at a joint solution to the problems of wages, prices 
and agricultural support. As it is a general belief that the 
disinflationary measures taken in the middle of 1962 9? 
were insufficient, and as the country is likely to experience 
a continued stagnation — or, owing to the discontinuation 
of the negotiations which might have led to membership 
of the EEC, even a decline — in the volume of agricultural 
exports, it is more necessary than ever to come to an 
agreement on economic policy for the near future. A 
disinflationary programme was, therefore, put forward 
recently by the Government and will now be enacted by 
a series of separate bills. The main points of the pro- 
gramme follow the proposals made by the Economic 

90 See the Bulletin, Vol. 14, No. 2, р. 49. 

" А new monetary unit was introduced on 1 January 1963. In 
order to dispel anxiety lest the new prices be “ rounded upwards >. 
the Government decreed a partial price freeze for the most important 
consumers’ goods and some service charges. In addition, retailers 
have been obliged, since 15 December, to display their prices in both 
old and new marks. 

91 See the Bulletin, loc. cit. 
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Co-ordination Board in December. The main aim is to 
hold money incomes — and not only wages — within the 
limits set by production. Wages and prices will, in 
principle, be fixed for two years; only increases in the 
lowest wages will be permitted this year, and in 1964 wage 
awards will also be kept within limits corresponding to an 
increase in the total wage bill by 1-1.5 per cent this year, 
and 2-3 per cent in 1964; annual dividends will not be 
allowed to exceed the average for the last three years, 
and a price and profits stop will prohibit any enterprise 
from increasing prices unless this can be justified by 
demonstrated increases in raw material prices or transport 
or operational costs. The Monopolies Board will be 
accorded additional powers to supervise the last part of 
the programme. Agricultural incomes will be regulated by 
virtually unchanged legislation. Reduction of income- 
taxes will be realized according to the plans of last 
summer, to be offset, however, by a compulsory savings 
scheme raising almost the same amount. The success of 
this programme will depend to a great extent on the 
self-discipline of labour and management; and if the 
wage drift continues in the future at the same rate as in 
the past when attempts have been made to change the 
wage structure, the wage stop — and subsequently the 
price stop — will soon become illusory.* 


The General Prospects for the Industrial Countries 


The various national forecasts of the economic develop- 
ment of the industrialized countries contained in Table 1 
suggest that for the continental countries as a group the 
rate of expansion in 1963 may not be very different from 
that registered in 1962. This is also the conclusion of the 
European Economic Commission regarding the prospects 
for the EEC countries, for which a growth of national 
income by 4 per cent is predicted. 


In the light of the analysis in earlier sections of this 
chapter, it may seem that these forecasts are somewhat 
optimistic.®* The rate of growth of industrial investment 
will certainly fall further, and probably rather more than 
the national forecasts have so far suggested; investment 
in dwellings and other non-industrial construction will 
continue to rise, but this is the one sector where supply 
limitations are likely to hold down the rate of growth; 
private consumption will probably continue to rise almost 
as fast as in 1962, given the recent trends of wages, and 
the growth of public consumption seems unlikely to 
slacken significantly. 


In the United Kingdom, on the other hand, some 
recovery from the 1962 stagnation seems likely, particu- 
larly on the — probably safe — assumption that govern- 
ment policy will become more expansionist this year in 
the face of mounting unemployment. However, in the 
United Kingdom, too, industrial investment is clearly 
going to slacken further in the immediate future. 


эз It is, however, worth noting that increases in costs due to wage 
drift are not among the factors to be accepted as justifying automatic 
increases in prices. 

% БЕС, La situation économique de la Communauté, December 
1962. 

°5 It has to be remembered that some of the national forecasts 
shown in Table 1 were made before the full results for 1962 were 
known. 
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Looking rather farther ahead, a number of encouraging 
signs may be noted, but also some still unresolved prob- 
lems. First, except the United Kingdom, Denmark and 
Finland, there is no country among those reviewed above 

where expansionist policies need be inhibited today by 
fears of balance-of-payments. difficulties; and it may be 
hoped that the steps taken to strengthen the international 
monetary mechanism — even if they still leave its effective 
operation perhaps excessively dependent on general 
agreement among the major countries on the desirable 
lines of policy in time of crisis — will lessen the danger of 
such inhibitions arising in the future. Second, over the 
last few years western European governments have 
become increasingly concerned to develop coherent 
policies — and to improve policy instruments — for pro- 
moting economic growth. This is demonstrated by, inter 
alia, the setting up of the National Economic Develop- 
ment Council in the United Kingdom, the Bureau de 
programmation économique in Belgium, and the Planning 
Commission in Italy, and by the attempts being made to 
develop concerted policies for economic growth within 
the European Economic Community and under the 
auspices of the OECD.% 


Moreover, despite the widespread anxiety of govern- 
ments about the continuing tendencies towards price 
inflation in western Europe, at least the continental 
countries have in recent years generally succeeded fairly 
well in avoiding restraining measures which undesirably 
check economic growth. However, the problem of wage- 
cost inflation remains one of the most difficult of those 
awaiting solution and an ever-present threat to smooth 
economic expansion. 


Continuing price inflation at more than a very moderate 
rate has undesirable social consequences. .Even more 
important, in the context of international economic 
equilibrium and growth, is the fact that widely varying 
national rates of cost inflation may bring about disequi- 
libria in international trade and payments that cannot 
easily be corrected. The increasingly close interrelations 
of the national economies of western Europe, the inter- 
national responsibilities of the countries of the major 
reserve currencies, and the commitments to reduction of 
trade barriers which all the OECD countries have accepted, 
mean that neither direct trade controls nor exchange rate 
changes can easily be used to correct imbalances in trade 
and payments. There remains action on national rates of 
economic activity and/or price levels. 


The disadvantages of a stop-and-go policy towards 
economic activity are now widely appreciated, and 
attention is increasingly directed towards means of 
restraining the growth of money incomes so as to limit 
not only the development of excess demand but also 
upward pressure on costs. Direct wage and price controls 
being politically unacceptable in most countries, except 
as emergency measures, governments ‘are increasingly 
trying to devise generally acceptable methods of determi- 
ning the increase in aggregate personal money income 
that the economy can afford in a given period, of deciding 


*° See the Bulletin, Vol. 14, No. 2, pp. 85-86; OECD, Policies for 
Economic Growth, Paris, 1962, and EEC, Fifth General Report on 
the Activities of the Community, June 1962, and Bulletin de la CEE 
February 1963. Е 


its desirable allocation among competing claimants | 
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(entrepreneurs, farmers, other self-employed, pensioners, 
wage- and salary-earners, and the various competing 
groups within the last category) and of ensuring that such 
decisions have practical effect.%” ; $ 
Institutional arrangements exist ог have recently been — 
established in a number of countries for facilitating con- 
sultation or negotiation among the main interested 
parties on such questions. For example, consultative 
boards, including employers’, workers’ and government 
representatives, exist to advise the governments in the 
Netherlands and Austria; the new programme recently 
recommended by the Danish Economic Co-ordination — 
Board has been described above; in France, the Govern- = 
ment proposes to establish a board for wage and price 
negotiations, and in the meantime it has indicated the 
approximate annual rate (4 per cent) at which wages 
should rise ;** in the United Kingdom, a National Incomes 
Commission has been established in the hope that, 
although it does not comprise representatives of workers, 
employers or the Government, it will nevertheless widen 
understanding of the problems involved and facilitate the 
development of a generally acceptable incomes policy. 


If such arrangements are to be successful, a first pre- 
requisite is a general acceptance of the government’s 
forecasts of future economic developments and of its 
decision whether — and in what direction — to influence 
the distribution of national product between consumption 
and investment. The second is a desire on the part of all 
interested parties to reach agreement — ог at least a 
compromise — on the appropriate distribution of the 
increment of real personal income to be expected, and 
mutual trust that genuine efforts will be made by all 
parties to. give effect to the agreements reached. This 
second prerequisite is likely to be difficult to achieve: it 
may, however, become easier of achievement if the 
government is prepared to use such measures as taxation, 
action against restrictive practices, and even — at need — 
direct price controls, to reinforce agreements reached. 
Of course, while the maintenance of a reasonable price 
stability facilitates the pursuit of expansionist policies, 
it is, equally, easier to maintain such stability in an 
economy in which real per capita income is rising fast 
than in one where growth is slow. Thus government 
action to encourage increasing factor productivity is also 
important in this context. 


(c) Policies and prospects in southern Europe 


Developments in 1962 


For four southern European countries — Spain, Por- 
tugal, Greece and Turkey — 1962 was a rather mixed 


97 For detailed discussion of these problems, see OECD, Policies 
for Economic Growth, and Policies for Price Stability, Paris, 1962. 


i is considered that any larger margin available should be 
allotted in part to lowering prices, and in part to investment. 


*° It goes without saying that the government as a large-scale 
employer or purchaser should follow its own directives and that its 
policy in other fields should be consistent with its price objectives; 
also that it should aim at relieving any bottlenecks which may be 
contributing to upward pressures on prices by, for instance 
encouraging exceptional imports. ; 


$$ in pro- 

tion in Gr ee followed a 5% per 
rise in 1961; and gross national product is estimated 
ave risen by 3 per cent against nearly 12 per cent in 
1. Portugal 10 months’ data show virtually no 
ge from the 1961 level of industrial production; but 
in Turkey the partial data so far available suggest that 
industrial expansion has probably been resumed after the 
standstill in 1961, when the national income remained 
t about the 1960 level: in 1962 it is estimated to have 


_ risen by 5 per cent. The picture in Spain is still somewhat 
_ confused: the new official index of industrial production 


_ shows a rise of 13 per cent from 1961 to 1962, against 


_-9 per cent in the previous year; but the Ministry of 
_ Industry’s estimate of the rise of net value added in 


| 


industry in 1962 is 614 рег cent, against 1014 per cent in 
1961.160 The latter figure appears to underlie the pre- 
liminary estimate of a 6 per cent rise in gross national 
product in 1962 against 7 per cent in 1961. 

The balances of payments of Portugal and Greece 
improved in 1962. In Turkey exports were slightly higher 
than in the previous year, but the trade deficit nevertheless 


_ increased by almost 50 per cent, owing to a steep rise in 


ad 


imports (by 29 per cent on the basis of 11 months’ data), 


reflecting, inter alia, particularly large imports of cereals 


following the harvest failure of 1961. Greece and Spain 
benefited from an upsurge in receipts from tourism and 
improvements in the balance of other “ invisibles ” also: 
in the former country the number of tourists increased 
from 500,000 in 1961 to 620,000 in 1962 and in Spain the 
number rose from 7 million to 9 million. The Greek 
deficit on visible trade changed little from 1961 to 1962, 
imports rising by 5.5 per cent and exports by 24 per cent 
(10 months’ data). In Spain, the improvement in the 
balance of invisibles and a continuing capital inflow 
resulted in a further rise in gold and foreign exchange 
reserves (see Table 14), despite an increase from $192 
million in 1961 to $533 million in the trade deficit.1% 
Spanish imports, following further measures of trade 
liberalization, increased by 40 per cent, against a 4 per 
cent rise in exports (11 months’ data); and the tendency 
for Spanish imports to grow faster than exports will 
probably continue into 1963. In Portugal a decline in 
imports of 10 per cent and an 11 per cent rise in exports 
brought about a striking improvement of the trade 
balance. All four countries were able to raise imports of 
machinery and equipment faster than total imports.’ 


Economic Policies 


As was noted in the last Bu//etin,! both investment and 
consumer demand seem to have been rather weak in 


100 Ministerio de Industria, Estimacidn de la тета industrial 1961, 
Avance de 1962. 

101 Informacién comercial espanola, Boletin Semanal, 14 February 
1963 

102 For more details on the development of these countries’ trade 
and balances of payments, see the Bulletin, Vol. 14, No. 2, pp. 53-54. 


108 Jbid., р. 54. 


ment. The OECD consortium ” and other source 


assured a minimum of $222 million of foreign invest 
in Turkey in 1963. 


In Greece the authorities took steps to аще 
industrial investment, particularly in export industries, 
and have introduced some direct export incentives.1% A 
major development during the year was the entry into 
force of Greece’s association with the EEC. It implies 
obligations gradually to reduce barriers to imports from 
the Community (though with conditional freedom even 
to raise tariffs in order to encourage new industries): 
it also opens up new export opportunities for Greece and 
makes available $125 million of EEC funds for investment 
in Greece over the next five years.1% 


All three of the ¢ountries just mentioned have estab- 
lished long-term development plans, the contents of which 
were reviewed in the last issue of the Bulletin.1 


It was noted there that the Spanish economy was 
“emerging from the effects of the stabilization pro- 
gramme introduced in 1959”. Since then steps have 
again been taken to check a credit expansion considered 
excessive and to counteract price increases stemming 
partly from demand pressures and partly from temporary 
scarcities of some foods.1 The authorities have encour- 
aged additional imports of certain foodstuffs and restricted 
exports of some commodities for which prices had risen 
fast: moreover, all import duties were reduced by 5 per 
cent and duties on foodstuffs in short supply were 
further lowered or removed; some indirect taxes on food 
were abolished. Measures to restrict the credit expansion 
include the setting of a minimum cash/deposits ratio for 
the banks of 10 per cent (against the actual average cash 
ratio during the first eleven months of 1962 of 9.1 per 
cent). 


The Spanish Development Plan 


Some indications have recently been given of the con- 
tents of the forthcoming four-year Spanish development 
plan starting in 1964, which is expected to be published 
in the autumn of 1963.1 According to preliminary studies 
an annual growth rate of gross national product of 6.5 per 
cent seems feasible, with rates of increase of 6 per cent 


104 hid., р. 55. In addition to the measures there noted, medium- 
term credit is available to enterprises producing for export, at 
below-normal rates of interest linked with the proportion of output 
exported; charges for electricity supply to exporting firms have 
recently been reduced; import duties are refunded on .uaterials 
processed for expoit; and some fiscal privileges have been introduced 
for exporting enterprises. 

105 See the Bulletin, Vol. 13, No. 1, p. 14. 

106 Vol. 14, No. 2, pp. 56 et seq. 

107 Thid., р. 54. 

108 In October 1962 the wholesale price index was 6 per cent, and 
the cost-of-living index 8 per cent, higher than a year earlier. 


199 Tq Vanguardia espafiola, 19 February 1963. 


for consumption and 10 per cent for investment (appar- 
ently implying large imports of capital). Regional 
problems will receive considerable emphasis, since five 
development regions are distinguished in the plan. 

A decree of November 1962 110 indicates the general 
policy background of the plan. The Government intends 
to promote the development of the economy by stimula- 
ting private enterprise and by encouraging foreign com- 
petition in the home market. All existing economic 
controls and restrictions will be subject to a review by the 
Economic Cabinet and unless expressly confirmed will 
be automatically abolished. Competition will be encour- 
aged, and public enterprise will be used only to supple- 
ment private initiative and to discourage monopolies.‘ 
The establishment and extension of industrial enterprises 
is freed from controls (with certain qualifications). 
Liberalization of foreign trade is to continue, and foreign 
investment in Spain is to be encouraged. Special attention 


110 Decree 3060/1962 of 23 November 1962. 
111 Tp this connexion an anti-monopoly law has been announced 
(La Vanguardia espafiola, 19 February 1963). 


will be devoted to training of scientists and technicians. 
Measures will be taken to assist small- and medium-sized 
enterprises by improving their financial facilities, by 
encouraging mergers and the establishment of trade 
associations, and by means of industrial advisory ser- 
vices. Finally, administrative procedures will be simplified 
in several fields. 


In accordance with this programme, price controls 
have recently been abolished or relaxed for a number of 
primary commodities and a number of minor measures 
to encourage exports have been introduced. The Minister 
of Finance has announced that a fiscal reform will 
shortly be proposed, with the aims not only of simplifying 
the tax system but also of assuring a more equitable 
distribution of the tax burden and of creating incentives 
for economic development. In the social field, the mini- 
mum wage was recently raised to 60 pesetas a day — а 
measure that will affect approximately 15 per cent of the 
non-agricultural labour force; a more generous system 
of family allowances has been established, and unemploy- 
ment insurance has been further extended. 


7. NOTE ON YUGOSLAVIA 


Output and Employment 


The Yugoslav plan foresaw a rise of 16 per cent in 
gross national product in 1962, correspondingly large 
increases in investment and personal consumption, and a 
much faster growth of exports than of imports. In the 
event, only this last target was reached — and even sur- 
passed — and the increment of national product probably 
did not exceed 6 per cent (see Table 16). The primary 
aims of policy for 1962 were, however, to check the 
inflationary pressures that had developed during the pre- 
vious year and to restore an adequate degree of control 
over the growth of personal incomes and of investment 
outlays. Disinflationary measures continued into the first 
half of the year, and were even in some respects intensi- 
fied; 11? and industrial output in the first five months 
was only 4 per cent above that of the same months of 
1961. However, some relaxations of earlier credit restric- 
tions, sharp recovery of exports, increases in prices paid 
to farmers and small increases in wages all helped to 
accelerate the industrial expansion in the second half of 
the year; and in the fourth quarter output was 11 per cent 
higher than in the same months of 1961. For the year as a 
whole, the increment of industrial output was 7 per cent 
(about the same as in 1961, but little more than half the 
annual average for 1952-1960). A severe drought resulted 
in the third bad harvest in succession and virtually no 
change in total farm output. This not only directly 
reduced the rate of growth of national product but also 
limited the possibilities of raising consumers’ incomes. 


The 2 per cent rise of non-farm employment was smaller 
than that recorded in any year since 1952. The number 
registered as seeking employment was rising steeply 
throughout 1961 and continued to increase during 1962 


118 For details, and for the background of developments in 1961 
and the first half of 1962, see the Survey for 1961, Part 1, Chapter I, 
section 5, and the Bulletin, Vol. 14, No. 2, pp. 51-54. 


though the rise slowed down in the later months. However, 
in the last quarter, it was 20 per cent higher than in the 
same quarter of the previous year and equivalent to 
514 per cent of total non-agricultural employment." 
Labour productivity in industry rose faster than in 1961, 
reflecting not only improvements in the flow of materials 
to some branches and revival of demand in some pre- 
viously slack sectors, but also the results of pressure on 
enterprises to hold down wage-bills and to gear wage 
increases tightly to productivity growth (see below). 


Within the 7 per cent rise in total industrial output, 
increases of 10-18 per cent from 1961 to 1962 were 
registered in several major branches of industry (oil- 
refining, non-ferrous metallurgy, electricity generation, 
printing, shipbuilding, electrical engineering, wood- 
working, paper, textiles, chemicals, and non-metallic 
minerals — in descending order). Most of these branches 
owed their relatively rapid expansion to increases in 
their exports of 10-40 per cent. Food processing rose only 
by 6 per cent and tobacco processing fell, reflecting low 
inputs from agriculture. Limited capacities in some, and 
slack demand in other, branches of the metal-using 
industries (which, with the exception of shipbuilding and 
electrical engineering, registered no increase on the 1961 
level of output) limited the increase in output of ferrous 
metallurgy to 3 per cent, although exports of steel rose 
by 29 per cent. Slow recovery of demand held output of 
building materials below the 1961 level. 


wb These figures have to be interpreted with caution since, 
according to a statement by the Minister of Labour Relations, 53 
per cent of the total registered in 1962 as seeking employment 
represent members of farm families who have some gainful occupa- 
tion, but wish to move out of agriculture (Borba, 21 March 1963). 
They are probably more likely to register in a year when agricultural 
conditions are poor than in one of farming prosperity: on the other 
hand,. they are also more likely to register when industrial employ- 
ment opportunities are increasing fast than when employment is 
rising Only slowly. 


ee: Selected economic indicators for Yugoslavia 


TABLE 16 


1962 
Indicator Index 1962 1962 
| 1963 
г (constant prices) rag 1961 plan actual plan 
= 100 


Percentage increase from 


. previous year 
Gross material product .... . 173* 4.5 16 5-6* 10 
ofwhich: | 
Industrial output. . . ..... 194 7 т 10 
of which : 

Capitalgoods oh). Rds 194 4 12 1 ave 

Intermediate products 183 8 15 6 ys 

Consumers’ goods. . . . . . 293 t7 (11 г 

Output per worker in industry . . | 134 3.4 7 5 6 
Agricultural output... ..... 148 —3 23 1 10-11 

Gross fixed investment ..... 180295 * № 5 5 
Personal consumption. .... . UGISii6 S701 7271 9 * 
Be Exports: valuers/ пе < 214 — 18 21.5 13. 

Imports cvalie од аа и: +. 189. 11 6 —2.2 7 

Employment outside agriculture 140 4 Cia, 3 

Thousands 
Registered unemployment . . . . | 1604191 232 


Sources : National statistics; Privredni Pregled, 18 March 1963 and Sluzbeni 
List, 31 December 1962. See also the Survey for 1961, Part 1, Chapter I, Table 15. 


@ 1960. 


Output in the socialist sector of agriculture (contribu- 
ting about 16 per cent of total output) rose 6 per cent 
above the 1961 level, but remained unchanged on indivi- 
dual farms. Since 1959, total agricultural output has been 
below the record level attained that year; and in 1962 
(hardly changed from 1961) it was 12 per cent less, 
though 16 per cent higher than in 1958 — also a year of 
particularly bad weather. Rising inputs and improved 
techniques have thus brought some return: but since 
about mid-1960 the increase in inputs has been small 
(and concentrated mainly in the socialist sector) and the 
spread of new techniques — largely associated with co- 
operation between individual farmers and near-by state 
or co-operative farms — has been slow."4 The tractor 
park increased from 34,000 at the end of 1960 to 37,000 
one year later, but hardly changed during 1962. Fertilizer 
application fell in 1961, but rose again in 1962 (in crude 
weight 1.2 million, 1.1 million and 1.4 million tons in the 
three consecutive years). The use of tested seeds increased 
somewhat over the three years. The main reason for the 
slow rise of inputs has been the small increase in farm 
income during this period. This has reflected not only the 
fall in output since 1959 but also a worsening of the terms 
of trade of agriculture with industry up to mid-1961, which 
was not sufficiently counteracted by the increases in farm 
prices and enlargement of credit facilities then conceded. 


In mid-1962, new increases in minimum prices for 
agricultural products raised the average level of such 


114 п Serbia, wheat yields on individual farms in some co- 
operating relationship with state or co-operative farms averaged 
17.7 quintals per hectare in 1962 against 11 quintals on other indi- 
vidual farms and 29 quintals in the socialist sector: in the Vojvodina, 
the comparative figures were 19, 11% and 30. For maize yields the 
figures in Serbia were 30, 19 and 44; and in the Vojvodina 36, 29 
and 46. 


1 


prices to about 18 per cent above that of 1961 (33 рег 
cent above the 1960 level); premia for quality, local price 
supplements, etc., were also raised and credit terms for 
farmers eased. Individual farmers entering into co-opera- 
tive cultivation arrangements with state or co-operative 
farms, or directly into delivery agreements with purchas- 
ing agencies or processing industries, can benefit from 
contracts containing minimum-price guarantees covering 
the next three years. It has been reported that, follow- 
ing these measures, arrangements entered into for co- 
operative cultivation of individual farms covered 680,000 
hectares of autumn-sown wheat (out of 1.6 million 
hectares sown to wheat on individual farms) against 
280,000 hectares in 1961; and similar contracts for spring 
crops are being signed on a large scale. Orders placed by 
co-operative agencies for fertilizers in 1963 are already 
40 per cent greater than the total consumption in 1962, 
and sales of agricultural machinery are increasing. 


One hindrance to the increase of farming efficiency is 
the large number of small farms whose owners derive the 
major part of the family income from non-farming activity 
(about 35 per cent of the cultivable area). It is hoped to 
enlarge the socialist sector particularly by purchase or 
lease of private farms: 50,000 hectares were purchased in 
1962 and credits for the purchase of 300,000 hectares are 
available for 1963. Such purchases would raise the 
cultivable area of the socialist sector to 14 per cent of 
the total (11 per cent in 1961). 


Consumption and Investment 


The increase in average living standards in 1962 must 
have been negligible. Industrial wages rose by 17 per cent 
from 1960 to 1961, the cost-of-living index by 8 per cent 
and real wages by 8 per cent. The tightening of control 
over wages in the first half of 1962, while retail prices 
continued to rise, brought real wages 2 per cent below the 
corresponding 1961 level; but in the second half of the 
year retail prices fell, and real wages more than regained 
the 1961 average in September, and rose thereafter. For 
the year as a whole the average was about one per cent 
below that of 1961 — money wages about 9 per cent 
higher but the cost of living 10 per cent higher. Total real 
farm incomes must have risen somewhat, with output 
unchanged and average farm prices for the year some 18 
per cent higher than in 1961. Allowing for the rise in 
non-farm employment, aggregate personal consumption 
probably rose by little more than 2 per cent. 

The disinflationary policies of 1961 and early 1962 had 
included postponements and cancellations of some public 
building projects, and a restriction of credits for industrial 
investment. These measures were relaxed about the middle 
of the year, and the increment of gross fixed investment 
outlays over the year as a whole was 5 per cent — as in 
1961. But the composition of outlays has been changing 
in the direction of a greater share for large, slow-maturing 
projects in the basic sectors, and the rate of addition to 
operating capacity seems to have fallen somewhat. 


Foreign Trade and Payments 


In 1961, exports did not rise — а consequence of 
difficulties of adjustment to the new relations between 


и explain: е а in non-food imports. 
The halving of the visible trade deficit, and a 65 per cent 

rise in receipts from tourism, joined with a favourable bal- 

ance on capital account to raise foreign-exchange reserves 


in 1962. The deficit on all transactions other than new 


borrowing and changes in reserves fell from an average 
of $166 million о 1957-1961 to $67 million in 1962. 


Prospects 


The lagging of output behind the planned rates of 
growth in 1961 and 1962 (when only half the planned 


118 Increases of 159 per cent for fuels, 68 per cent for machinery, 
20 per cent for other manufactures and metals, 13 per cent for raw 
materials. 


anticipated this year. Beis 56 | 

at a satisfactory rate — а total of 97 billion 
delivery in 1963 had been received up to end-Febr 
against 50 billion dinars at the same date last year. 
investment is planned to rise at about the same rate as 
the two previous i Non-farm employment is expected — f 
to increase by 3 per cent in 1963 and total personal | 
consumption by 9 per cent; but the achievement of the _ 
latter increase will clearly depend heavily on success 24 
reaching the 10-11 per cent target rise in farm output. | 


116 Tn 1962 wages were ee according to a formula it 
real increments since 1960 to the growth of productivity over the 
same period: the formulae now established to govern future incre- 
ments, limit the permissible rate of average wage increase in 
any enterprise to the realized increase in productivity (the latter 
calculated on a basis which attributes some of the increase in output 
to any increase in capital intensity). Local commissions are to ensure 
that excess wage-payments are not made. 


4 


А ee he a ee ene 


ee iy pe VE 
Sst 9`7Т 


a 8°77 
a: 6`55 
SLC 
tél ell 
055 РО 
. 06Е ese 
097 CIz 
ra O1z 
855 
м SET 
CEAS 
78°С 
р 1755 
© (УТ 
- И 19°T 
я ЕС _ 
a 89°0 
9°6 716 
sit У9Т 
v'6Z [785 


№ 191 
ae 909 
к 961 
г Сбт 
ий 19? 
‘> £°87 
3 Le 
ca 785 
5 785 
as tvs 
a £101 
и 979 
г $02 
ie 181 
ыы СС 

р Py, 98 
р LOT 
7 С° 

OSZ| 8'97С 


67 vce 
$$ £79 
05 781 
097 LOE 


£961 


A-2 


"ЗС 
s°st 
[бт 
сес 
Ste 
$55 
09°T 
Lee 
055 
681 
8/1 
Sv 
96! 
Ore 
69°C 
TIs 
Le'l 
СУТ 
soz 
09°0 
858 
orl 
Cc 87 


SLI 
L69 
09т 
99т 
PLE 
y9C 
4 
£97 
795 
87'S 
156 
665 
899 
CLI 
Lec 
УЕ 
£0°7 
Ал 
69ET 


8715 

8'8$ 
Lst 
vee 


VL? 
vor 
9LI 
£17 
УТЕ 
65 
LST 
997 
815 
УТ 
бЕТ 
СС 
68° 
COC 
85°С 
S 6P 
бт 
ЕСТ 
68°T 
cs'0 
09° 
(cae | 
$97 


SLI 
799 
СЕТ 
6ЕТ 
91 
0°55 
Lice 
HST 
(445 
£0°S 
£76 
765 
96S 
991 


vee 

661 
#0? 
S°St 


SE 

cos 
cel 
£97 


$00} роезпочт, 
sired wor! 


“or “bs WONT 


500} ПОНИ 


$00} ривзпочл, 


роезпочт, 
suo} риезпочт, 


$003 WONT 
ЧА ЧОН 


suo} WONT 


suo} риезпочт, 
puesnogy 
sired пот 
“wi “bs WONT 


5003 puvsnoy 
$003 ПОНИИ 


suo} роЕзпоч], 


$003 ПОННИ{ 


ЧАИ ЧОПИ 
suo} ОПИУМ 


роезпочт, 


по 39405 oy} pus odoiny wW19}s¥a OF $}опрол@ [в1135прит JofemM уо jndjnG 
У атаут XIGNaddy 


* По pass лэмоцап$ 
еее + yong 
yea 
1еэм100} 1943897] 
* SOLIQRJ USTTOOM, 
тт $998} 003105 
Е 
* * * * $192 |1} oyeydsoyg 
2 (N) 51921119} SNOUSSOIJIN, 
; "COS*H) prow o1mydng 
Y ig * $195 UOISIAS]I |, 
ross ss + $98 or~pey 
sosnq 1030 { 
* SOLIIO] 1030 
* $ЭЧ3е1 JOLIN, 
* шашиойте sprig 
ouxneg 
* [9938S рэПол JOH 
* [9038 opnig 
rors ee es 20 
ма 5132914 

umsgjoijed spnig 
ТеоЭ 


ЗН Pas si 8 


ates Mee ии СВО 
я = и 


Aresunyy 
еее пя 
yea] 
$эищоеш BUIYSeM 911520 
* * * s1OJBIOSIIJOI 15 эмо 
тт $$ WOISIASO], 
1еэм300} 1э43еэ] 
* SOLIQRJ USTTOOM 
SOLIQey U0}}0D 
° Jodeg 
yuoules 

‘5 + орате ати 
`` COO*BN) Bpos poutojeD 
"+ * * (®Qs) ploe s1inydjng 
: CO*d) ЗОНЫ ayeydsoug 
: * + * р sjonpold pojoy 
* 12098 Opnig 
пол 31g 
лэмо4 э113ээ1 
А 

0195) 019}58 


рота а СВ 


с и eh se ie 


Cy) о cre 


* лол, 
* $189-1010/{ 
* * * S1O}VIOZIIJOI 59$ эщо 
$19$ UOISIAZ|I L. 
(panuijuod) ЕТВАО50Ч292)) 


yonpoid рив Азипо) 


те ГАА ; SOP 
в ВЕ ele 
к: 8'89 9°89 
: 8b a GEL 
р 8p oe OLY 
a 8/9 У8У 
‘ ve и 80° 
Ч LO? a Lyv'~ 
0'9 Ls SE) ves 
9°€0T $°96 8°56 0°78 
OPL ЕЕ i 0:69 
г $79 918 665 
©61 18] a) LOT 
8LI УСТ i" vrl 
v's LO'S ves [97 
8<| 791 C6'L POL 
a 815 Svs L6'b 
; SP © 67° Е 
VIE L’8¢ [765 O'LT 
2519 6'89 8°19 #'59 
815 GLC OLE СС 
0`08 est SI 9 
O€7 SLI 061 orl 
cer 6TT о £6 
CCl отт гот 0'Or 
9`8Т 0`81 CLI OLT 
OSHT| OVE OVEZ | 0977 
97°C 61 Ive ТТ 
№ 9`7Т 00! 
р 89ST | OI 
OL SOL 95 
к 9`7б 88 
95`0 $5'0 £€°0 20 
[70 cr'0 17'0 veo 
VL 09 v9 vs 
if ‘is 1Z'0 
Let 0°07 S17 9°81 
ay [91 i 991 
} |7 ae 0°97 
(ZA 6IT 
у (444 LC 
Sel 08 
; SCP 855 
$c0 £70 
0=`0 650 


jenjoy 


ued Ueld 


£961 per 


7961 


Ver 
У 8Е 
0°L9 
so 
с 
vor 
Sst 
£S°7 
sos 
se) 
6) 
ess 
Lvl 
Ort 
ЗУ 
LL‘9 
0/77 
(aes 
SY 
785 
C97 


LSI 
SL 
Lol 
Lt 
O'81Z 

6ST 
9°8 
971 
17 
78 
6Го 
sco 
99°F 
070 
LI 


OLt 

OST 
ТЕТ 
УбТ 

18 
$55 
6с'0 
62°0 
Le0 
£L°0 


0961 


sired wor! 


521121 ПОППИ 
ти “nd WONT 
зип WOT] Ig 
500} ПОНИ 


'О*4 JO") риепочу, | * 
Мю *} риззпочт, 


$003 ЧОППИ 
ЧАИ UO 


$003 TOTTI 


раезпочт, 
sired чопиу{ 


$22 пони 
suo} WONT 


5103 риезпоц 1, 


suo} UOT 
MWA TONAL 


$00} ПОНИ 


‘MI ‘по риезпочт, 
5эцэш опий 
ЧОПИЩ 
TAA ЧОП 


suo} ривзпочТ, 


5903 ПОПУ! 


ип 


* Г29эм100} 1э41еэ]1 
1еэм100} 1299 
* 5919} пэа] 
еее + зопав} 46 
* SOLIQVY USTTOOM 
"ft ts 8 5949] ч0340Э 
ened surpying рэзеэидеуэл 
C - + зрия 
soso ee + quautag 
551584 
* $э194 еюфщизу 
ploe эмпчат$ 
и $19711 1Э} oyeydsoudg 
" м $197 1э} SNOUSZOIIN 
1231$ рэПоч 
* [223$ Opnip 
* чом 84 
* 910 чо 
Jomod 91179914 
ен pue [eos uMOIg 
я “© оо рен 


BIYVAO[SOYIIZD 
$12$ UOISIAZ3 | 
“SOIpey 

(Пе) 1e9M4100,5 
$519} ATS 

* SOLIQRJ USTTOOM, 
5от14еу и0110Э) 
заэтэЭ) 
52154 
ploe эничат$ 
an $19719} oyeydsoug 

Е "WO $1971] 1Э} SNOUSSOIJIN, 
р * syonpoid рэпоч 
* [223$ Opnig 
лэмоа эээ 
ыы epnig 
“TROD 


Е: 


* + Joquily аме$ 
SOLIQRJ U0}}0D 

* syolig 

* Joemod 911790Tq 
* * 910 reddoy 
это [OxOIU-O119,7 
тете э1ю эшощо 
ен 09 
°* `` sjonpoid атэюцза 
ss ot `` + umepomed эро 


vraeqry 


yonpoid рае АзипоЭ 


“ATWO [809 04024 5 


se “SYSIIQ JO 50112} UT емо Пела 4 
“ATWO 12935 рэПох ЗОН р 
| 
00т<| $60 ae 680 | ss'0 о. |< sopng iy re mi Le ze ts + + + = воде UaTOOM 
СФ г a Le SE ‘+ + + sfeulrue vos рие Ч 967 90€ 80| 8hZ | cw ‘bs vo aa soliqey 103109 
oe 7.6 2 Lg L’8 5003 ПОНИИ “7 7 + * 048 эм-реэр) eo] oy ЕСТ т т | 56 suo} риезпочу, о ово 
CTT o8'T 671 6c |00°1 > sourlyseul Заем 215эщо 6P'€ sis IgE |606 su0} ЧОПНИ og : EP LiCliice) 
160 | #8`0 z8°0 690 |560 * + + + злое ую эмо 091 : 671| FL : * + Bpos э151о 
orz | 055 siz sol |471 отт $495 WOISIATOL ; 958 “* | 80| 950| зао} puesnogqy г 7 prow ormyding 
OL’? Of Oty |LIv wOTITAL fee ae +)”. ое зам 
09$ 9$? 5: try} 6 вне пони 7 7 st ss + $904$ э4еэт1 oe ТЕТ 671 98 TL [324 JO 510} puesnoyL `` 81929294 
6L°0 6L°0 я 890 |39`0 ее 99983 HIS og O'sT % Gir Tan ack ee? SOPOIYIA 1030/{ 
` 820 67'0 Е 670 |550 ттт Зав usury a SIZ : 007 | ILI PuesnoyL т? + 51032811, 
Leo [7`0 о 970 |970 ce © SOLIQRJ чэПоом, Е 19-1 061 (Bei seit ato 7 + [2038 рэпом 
os 6? 7 6+ 8 ттт т $998} U0I}0D [9 Да $95 ЕС |181 * * [223$ Opn 
aH $30 a 6/0 | SL‘0 ‘wi “bs бОПИЯ Вы 300013106 ТТ ФСТ Olt | 101 2 Oh = пол BIg 
я Le a ve Oe won "+ + = $2 8ацооч ; PLT % УТ | Onl su0} ПОНИ eae in’ с 510: WOT 
Orr 01? 0°6Е OSE °С 0 ‘Nd ОНИ тот $1104 pue soin} re LOO! 96°6 99°8 SOL TAW Port * лэмоа 911199 Я 
-95101]$ 99}015U05 poyesrigeyold 78'8 ae OC L cs'9 “Ur "nd ЧОП . * ses sueyioW 
0°=9 ELS OLS 60S | SSP 5003 ПОППИ р 3) 98 IL SIT | 8st |0би ? ° umoejoned epnig 
C7 3°07 = 0°6т | СИТ ЧОННИ о вт 65°6 ae 0/'8 |918 $00} ПОНИ уе ‘1209 
OIE ис 085 052 С | #10} puesnoyy * $2199 oneqjuAs pur Тероупту yeu 
этом 
vor | Е ULI est | oer | $5048 suoruon | © - * + + $1921 01э} теэпиэчо 3°91 9-<1 ZI cor | LL * + + + (sopxe OM}) SIOIORIL 
о. VLI Е 8ST ЕСТ мо = > ee > SLOPVAVOX ELI lor OST rel 671 7 5 + + + 5122-1030 
ost} 91 vol] 9ST eee 0: | о сов | P91] оса 31910055 рие $21242-1030 
an SZ of 62 | сб ке > = бэма ца ОЭ 0-02 | 0095 o'0lz | 0°552| 0`605 - souryoeur Surmes onsou0g 
ae att Е Lol | 76 a lead Г | 0055 0655 0`006 | 8`065| ILI be - $128 WOISTAITOL 
58 185 gs v9T| 6 LL Ва SOREL 000$ | 0'759 OSL | $18$| O'EzZ9 puesnoy $325 ЗА 
0°79 5165 9°6S ZiSS | 0-15 “eo. 2 1991$ paTloud 0"5Ф А (4 0°6Е | 0`6 ЕО IEIMIOOJ 19432271 
0'08 COL $91 LoL | 5'59 вк Е р @pet Leol| ттт бит | VEIT] оси "$2148; HIS 
0°65 ess 0:95 60S | 8'9Р "i В чо 814 ©.68 9:28 Е'68 OLE | 68L * SOLIQRJ UdTJOOAA 
cel 871 5 81| 901 suo} WOH rn 8) O99) 6769 OSOL | 8°60L| 0`199 | 22а леса VON soLiqey U0}}0D 
807 695 99: Lee 767 UMW ЧОП stor ss ss Jamod oreTy PaaS ас? 18:6 6:6 6r'€ uOoNIa * syorig 
88 eH CCL 609 | 2 “wr ‘по пония о © 553 Рим 2:8 CL 8:1 tL 9°9 suo} WOITITA uous 
$05 981 УТ ВО 391 : yj) Wnsjored 512 | gcoz| 0967 O'v6l | 098т| оф (1122 Jed 96) epos эпзпео 
zs LIS sis ors Ето $00} ПОНИ : о TOS) 0`085 | 015 0596 | 0`956| O'EES * Ques 134 $6) ероз рэшзео 
пой 3900$ 0'606 | 0558 —0`618 | 0961 | 0`589 ys ts 5 т ров oumnyding 
; 0'S87 0°S97 0°6S7 O'SEZT} 0'105 *(¢O'd) $1э7 и лэу эзечазоча 
Be TE els (447 16Е ; Ро | * UBS 0795 | OBOE — 5106 | NIST] TOLT| #901 PuRsnoyL * (№ $12212; зпоцэ8отим 
Hs Z91 z91 51| 81| 10 ривзпочт | * °° °° * * [О 9984989 | $5 zs ws sb | ФФ lh “sjonposd рэпоч 
ag LOZ с ВА: ЕТ TH BOTTA > A OAL ||| 96° РЁ EL CAL [79 a8 - Jools эрпзо 
2s 165 г 95| OL7| suo} риззпочл, ом || CP's 1€’s Ses [19 |995 пол 31g 
ae "СЕ У ТЕ VIE | ZOE sired worl], ис ° 52045 9¢ £ 97 4 сс $003 OTT эрпзо это чо 
ug У ое 595$ WOISTASTAL 9'LE "се ESE TZE | 665 ЧАИ YONA - + Jomod эра 
-. SZ liz! 191 риезпоч], Я ei $355 ореч OIIL| 9601 O'601 | 9`901| FOI $003 ЧОНИИ > Теоэ рен 
(рапицио2) вища purjog 
1305) ue 
о я о yonpoid pus Азипо) | ва м а | oper mn, jonpoad pue Аципод 
£961 Z96I £961 961 


WOU) 3эмо< 94) рие эдоли илэ)5еэ шт $}эпрол@ [е1л3притг ло[еш yo 14) О 


(рарп/2ио2) у япяут, мамяаау 


ER ae ae) ee ee eT 


< 


= which the data are intended. This does not necessarily mean 


often ее ет ‘ 


ng countries, to more uniform definitions. For this reason, 
figures shown differ in many instances from those given in 

onal publications, or in other publications of the United _ 
tions and its specialized agencies. Finally, the methods of 
mpilation have been chosen with a view to the special use for 


that for other purposes other methods might not have been 


4 is preferable. 


Where a table gives totals for a number of countries, these 
totals always refer to the same group of countries for each 
period shown. In cases where figures for a given country are 


_ yearbooks, statistical bulletins, sources for | 


applied have been given under cach table For list 


statistics and other national statistics, see the Eoonamie Survey mee 

of Europe т 1960, Appendix В. eet 
In the sources to certain tables relating to ЕЕ ‘Butdpe. and © 

the Soviet Union, reference is made to plans and plan fulfilment | 

reports. The sources in which such information can be found 

are set out in the table below acters is to = list of sources 

following the table). : : 


Plan-fulfilment report 


— а 1970-1980 1961 — 1962 

ава: в Ao B B A A 
(26.ХП.62) (4 and 5.59) (2.61) (28.1.62) (27.1.63) 

вора. С С Cc (© С С 
(4.ХТ.61) (29-30.Х1Т.63) (13.V.62) nee IX see 6-20.ХТ.62) (28.1.62) (27.1.63) 

eit 62) 

Czechoslovakia . E E E E E 
(14.УШ.62) (9 and 25.1.63) (9. VII.60) ¢ ae (3.11.62) (2.11.63) 

Eastern Germany F G H G G 
(31.11.62) (2.ХП.62) с (14.Х.62 апа 16.1.63) (21.11.63) 

Hungary.... I I J K on I I 
(24. X1I.61) (24.X11.62) (Х.59) (17.Х.61) (21.X1.62) and (21.1.62) (20.1.63) 

J 
(1.63) 

Вова с.г: te | M N N 

(No. 99.61) (No. 89.62) (IV.59, VII.60) b $6 (6.11.62) (21.11.63) 
N 
(11.11.61) 

Rumania... . о Р Pr Р Р Ё 

(No. 1.62) (30.ХП.62) (19.V.60 and (19.V.60 and 21.VI.60) (3.11.62) (1.11.63) 
21.VI.60) 

Soviet Union. . R R R R R R 
(7.X1I.61) (11.ХП.62) (8.11.59) (18.Х.61) (19.Х.61) (23.1.62) (26.1.63) 

Ukraine . $ ‘5 У $ 
(26.ХП.62) 1959 b (1.11.62) (1.11.63) 


@ No 1962 Plan was published as such; some figures published in various 
sources are indicated in the respective tables. 


5 Scattered indicators. 
© New Seven-year Plan, 1964-1970. 
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Т Narodne Gospodarstvo Ukranskoi RSR. 
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HAIK’S BOOK 
х 724, Pretoria. = 
| { ВНОРЕЗА: — 

THE BOOK CENTRE, First Street, Salisbury. 
UNITED ARAB REPUBLIC: LIBRAIRIE 

“LA RENAISSANCE D‘EGYPTE” 

9 Sh. Adly Pasha, Cairo. 


4 i 
BURMA: CURATOR, GOVT. BOOK DEPOT, Rangoon. 
CAMBODIA: ENTREPRISE KHMERE DE LIBRAIRIE 
Imprimerie & Papeterie Sarl, Phnom-Penh. 

CEYLON: LAKE HOUSE BOOKSHOP 

Assoc. Newspapers of Ceylon, P. O. Box 244, Colombo. 
CHINA: у . 
THE WORLD BOOK COMPANY, LTD. 

99 Chung King Road, Ist Section, Taipeh, Taiwan. 
THE COMMERCIAL PRESS, LTD. 

211 Honan Road, Shanghai. 

HONG KONG: THE SWINDON BOOK COMPANY 
25 Nathan Road, Kowloon. 

INDIA: 

ORIENT LONGMANS 

Calcutta, Bombay, Madras, New Delhi 

and Hyderabad. 

OXFORD BOOK & STATIONERY COMPANY 

New Delhi and Calcutta. 

P. VARADACHARY & COMPANY, Madras. 
INDONESIA: 

PEMBANGUNAN, LTD., Gunung Sahari 84, Djakarta. 
JAPAN: MARUZEN COMPANY, LTD. 

6 Tori-Nichome, Nihonbashi, Tokyo. 

KOREA, REPUBLIC OF: 

EUL-YOO PUBLISHING CO., LTD. 

5, 2-KA, Chongno, Seoul. 

PAKISTAN: 

THE PAKISTAN CO-OPERATIVE BOOK SOCIETY 
Dacca, East Pakistan. 

PUBLISHERS UNITED, LTD., Lahore. 

THOMAS & THOMAS, Karachi. 

PHILIPPINES: 

ALEMAR’S BOOK STORE, 769 Rizal Avenue, Manila. 
POPULAR BOOKSTORE, 1573 Doroteo Jose, Manila. 
SINGAPORE: 

THE CITY BOOK STORE, LTD., Collyer Quay. 
THAILAND: 

PRAMUAN MIT, LTD. 

55 Chakrawat Road, Wat Tuk, Bangkok. 

NIBONDH & CO., LTD. 

New Road, Sikak Phya Sri, Bangkok. 

SUKSAPAN PANIT 

Mansion 9, Rajadamnern Avenue, Bangkok. 
VIET-NAM, REPUBLIC OF: 

LIBRAIRIE-PAPETERIE XUAN THU 

185, rue Tu-do, B. P. 283, Saigon. 


EUROPE 


AUSTRIA: 
GEROLD & COMPANY, Graben 31, Wien, 1. 


B. WULLERSTORFF 
Markus Sittikusstrasse 10, Salzburg 


GEORG FROMME & СО., Spengergasse 39, Wien, V. 


Orders and inquiries from countries where sales agencies have not yet been established ma 
Section, United Nations, 


Printed in Switzerland—3341-August 1963-4,425 
Reprinted in U.N.—20409- September 1963-3,850 


E/ECE/493 


W. Е. SA, et 3 
Gertrudenstrasse 30, Кё (1). а ney 
GREECE: KAUFFMANN BOOKSHOP у 
28 Stadion Street, Athens. Ae a 
HUNGARY: KULTURA, Р. О. Box 149, Bi pest 62. 
ICELAND: BOKAVERZLUN SIGFUSAR 
EYMUNDSSONAR Н. Е. | 

Austurstraeti 18, Reykjavik. ; 
IRELAND: STATIONERY OFFICE, Dublin. =. aa 
ITALY: LIBRERIA. COMMISSIONARIA SANSONI ‘ 
Via Gino Capponi 26, Firenze, ы ah 
and Via Paolo Mercuri 19/B, Roma.. ae 
LUXEMBOURG: 

LIBRAIRIE J. TRAUSCHSCHUMMER а 

Place du ThéGtre, Luxembourg. ~ ; 5 
NETHERLANDS: N.V. MARTINUS МИНОЕЕ” ‚. 
Lange Voorhout 9, ‘s-Gravenhage. 

NORWAY: JOHAN GRUNDT TANUM os 
Karl Johansgate, 41, Oslo. У 
POLAND: РАМ, Patac Kultury i Nauki, “Warszawa. 
PORTUGAL: LIVRARIA RODRIGUES Y CIA. 

186 Rua Aurea, Lisboa. 

ROMANIA: CARTIMEX, Str. Aristide Briand 14-18, 
Р. О. Box 134-135, Bucuresti. 

SPAIN: LIBRERIA BOSCH 

11 Ronda Universidad, Barcelona. 

LIBRERIA MUNDI-PRENSA 

Castello 37, Madrid. 

SWEDEN: 

С. Е. FRITZE’S KUNGL. HOVBOKHANDEL А-В 
Fredsgatan 2, Stockholm. 

SWITZERLAND: 

LIBRAIRIE PAYOT, S. A., Lausanne, Genéve. 
HANS RAUNHARDT, Kirchgasse 17, Zirich 1. 
TURKEY: LIBRAIRIE HACHETTE 

469 Istiklal Caddesi, Beyoglu, Istanbul. 

UNION OF SOVIET SOCIALIST REPUBLICS: 
MEZHDUNARODNAYA KNYIGA 

Smolenskaya Ploshchad, Moskva. 

UNITED KINGDOM: 

H. M. STATIONERY OFFICE 

Р. О. Box 569, London, $.Е.1 

(and HMSO branches in Belfast, Birmingham, 
Bristol, Cardiff, Edinburgh, Manchester). 
YUGOSLAVIA: 

CANKARJEVA ZALOZBA, Ljubljana, Slovenia. 
DRZAVNO PREDUZECE 

Jugoslovenska Кпйда, Terazije 27/11, 

Beograd. 

PROSVJETA 

5, Trg Bratstva i Jedinstva, Zagreb. 

PROSVETA PUBLISHING HOUSE 

Import-Export Division, P. O. Box 559, 

Terazije 16/1, Beograd 


( 


pen 


LATIN AMERICA 


ARGENTINA: EDITORIAL SUDAMERICANA, S. A. 
Alsina 500, Buenos Aires. 


BOLIVIA: LIBRERIA SELECCIONES, Casilla 972, La Paz. 


Price: $U,S, 1250 
(or equivalent in other currencies) 


DEL PERU, $. А., Casilla 1417, Lima. 
URUGUAY: REPRESENTACION DE } 
PROF. Н. D‘ELIA — г 
Plaza Cagancha 1342, 1° piso, 
VENEZUELA: LIBRERIA DEL ESTE 
Av. Miranda, No. 52, Edf. Galipén, 


MIDDLE EAST 


IRAQ: MACKENZIE’S BOOKSHOP, Baghdad. 
ISRAEL: BLUMSTEIN’S BOOKSTORES - 
35 Allenby Rd. and 48 Мас а! Benjamin St. ыы". 
Tel Aviv. к eee 
JORDAN: JOSEPH 1. BAHOUS & CO. 
Dar-ul-Kutub, Box 66, Amman. 

LEBANON: 

KHAYAT’S COLLEGE BOOK COOPERATIVE 
92-94, гие Bliss, Beirut. 


NORTH AMERICA 


CANADA: THE QUEEN’S PRINTER 

Ottawa, Ontario. 

UNITED STATES OF AMERICA: SALES SECTION, 
UNITED NATIONS, New York. р 


OCEANIA 


AUSTRALIA: 


WEA BOOKROOM, University, Adelaide, S.A. 
UNIVERSITY BOOKSHOP, St. Lucia, Brisbane, Qld. 
THE EDUCATIONAL AND TECHNICAL BOOK AGENCY 
Parap Shopping Centre, Darwin, N.T. 

COLLINS BOOK DEPOT PTY. LTD. 

Monash University, Wellington Road, Clayton, Vic. 
MELBOURNE CO-OPERATIVE BOOKSHOP LIMITED 
10 Bowen Street, Melbourne С.1, Vic. 

COLLINS BOOK DEPOT PTY. LTD. 

363 Swanston Street, Melbourne, Vic. 

THE UNIVERSITY BOOKSHOP, Nedlands, W.A. 
UNIVERSITY BOOKROOM 

University of Melbourne, Parkville N.2, Vic. 
UNIVERSITY CO-OPERATIVE BOOKSHOP LIMITED 
Manning Road, University of Sydney, N.S.W. 

NEW ZEALAND: 

GOVERNMENT PRINTING OFFICE 

Private Bag, Wellington 


(and Government Bookshops in Auckland, 
Christchurch and Dunedin) 
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